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rose of the Module

ti

This series' of Consumer Education Modules has been developed in

an effort to educate individual' adult consumers in what have been

determined to be the most important gerieral areas' Of consumer affairs

education. .Community leaders, exteron personnel; educators, fin-

.,ancial counselors,, and people in business' are encouraged to use these

modules in Conducting group-sessions for adults interested in deve-

1\

loping more competence in various areas of consumereducation.

Each module is self-contained to allow someone With no prdor

experience in teaching, coordinating, or directing learning to be

successful in conducting a group consumer learing session.*

11,

Any references to people 'or places in the examples,15 -*consumer
problems. in this module . }re pctitious. Any resemblance o people or
places in reality is unintentional and nolncidental. If ever, names --,
'of businesse:; that are. eeferred to are authentic.

5 I
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Introduction

American consumers lose over , V.40 billion a yea through fraudulent
practices. Deception and misrepresentation in the sale of consumer goods
and services is so widespread that it often goes completely undetected.
It is for that reason that we need to become aware of the types of fraudu-
lent practices,and how to avoid them. We also should knowthow to seek
redress for losses due to fraud and misrepresentation.

This module centain,s two suggested approaches to help you, as the
leader, help others becoMe more responsible consumers in dlaling,with
fraud and misrepresentation. Both an'overview approach and an in-depth
approAch are presented for your use.

Contents of the Module

This module, entitled, "Avoiding Consumer Frauds and Misrepresentations"
contains the following'components or areas of_ understanding:

IDENTIFYING CONSUMER FRAUDS AND MISREPRESENTATIONS
II. AVOIDING FRAUDULENT SCHEMES ANT) PRACTICES

III. SEEKING.REDRESS FOR'CONSUMER FRAUDS AND
MISREPRESENTATIONS

Each component includes an overall objective, further specific ob-
jectives, competencies which, hopefully, the learner will have developed
upon completion'of the subpart, narrative description or an,outline:of the
information to be covered, leader activities, and transparency masters
(located in the Appendix) which can be used on an optional basis to im-

' plement -the suggested activities. Much of this information is. included
for your enefit and will not be seen by the learnet-s. You will want to
read and xamine the entire module carefully b'efore.presentitfg it to the
learners. his will help you to understand the information in the, module
more fully and will slloW you to-make some tentative_ choices about" which -1\
activitie to use in the learning situation.

Other,features of the module are he bibliography and snurces.of
jurther,reference,-an evaluation device, a. form for you to return con-
cerning your reactionto.the use of the module, and an appendi:-

Overview A

There a e two o erview approaches included as' suggested presentations'
' for one sass on wh c covers all of the material in the module in a 50
minute time:1)e II These could be used at dinner meetings or luncheons;
as a program for a men's or women's club meeting; as a program for the eld-
erly; or any other meeting of adults whb might be interested ip learning
more about consumer fraud and misrepresentation. The/first' of these pre-
sentations is a "Leader /Lecture - Oriented Presentation". In this overview, t

you as the leader would do all of the talking and explaining unless, of
course, there are questions. The second of these presentations is a "Dis-
cussion-Oriented Presentation". In this Overview,you as the leader would
explain'some of the inforettion and'tben encourage the group to contribute

. ,



d/, by asking them questions, .having theth draw conclusions froM an example,
and so forth% You,shonld'review both of these presentatiOns thoroughly.
before deciding which overview Approach you would feel more comfortable
-using oz which would be more apptopriate for your group of adults. It

may be that you will pre'aent rhe overview to a group of adultswhOse in-
terest in the area of consumer fraud and misrepresentation will be in-
crtased by your presentAtion. If they express (desire to,learn more about
Consumer frauds and misrepresentations, the indepth appyoach Can then
be used, with theaame'group,Ito cover any parriculararea-of interest,
or to cover all three components. ,P4

4
,/

In -depth Approach.

The in-depth approach is for presentations which cover all of the
material in .the module. in two sessions of- fifty minute's each. The
activities on the Leader,Acrivities page for this approach are more sAci-
fic and cover the material in the preceding narralive, or outline in
more detail. The leader activities for each unit are Suggestions. Those
whicli are strongly "Recommended" and most vital to accomplishing the
objectives are labeled, "R". \Those activities which are ."Suggested" and
may be necessary for adding depth to the'learning are labeled, "S".''
Those which are "Optional" and can be done if time permits, are labeled,
Ito

You should select what you believeto be the most suitable activities
for accomplishing each objective with your particular group of adults.
This may depend upon the people in your group, the facilities and equipment
available to you, the time you have to present the material, And the-degree
to which you feel comfortable using the various methods of resentation.
Emphasize first, those activities labeled "R"; next, those labeled "S";
and finally, if time petmits, and should you decide it would be beneficial,
those,laheled It i.not advisable to use activities out of sequence
unless, of course, you have determined that your adults already possess
some of the more important competencies.

Wherever an asterisk (*) appears, there is a transparency'master,
which can be used for that particular activity, located in the Appendix.
You may prefer to make and distribute handouts of the information, use a
flip chart, write the information on a chalkboard, or use any other acti-
vity which will help to accomplish the stated objectives. Each activity
is stated in such a way that, you can use, whatever method of presentation
you are most comfortable with and whicheVer you feel will be most effective
for your particular group of learners. Imagination and creativity in the .

. method of presentation are encouraged.

Suggested Procedure for Use of Each Component of the Module

1. First of all, inform the group of the major and specific objectives
for the unit. This can be done either by reading them to the group or by
showing the component transparency. At this time, the first activity
should begin. Activity Number One fn'each component is especially designed
to serve as an oval pretest for the adults in your group. This is a uni-
que feature.of these Consumer Education Modules. This activity consists
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of a list ofquestions which you can aJk to begin the discussion, to intro-
duce the unit., to stimulate thoughts and very importantly, to determine
to what degree the learners in'your group already have An 'understanding of
the information. If, after preEpenting the first two or three questions,

p 0 you have succeeded in,eliciting a favorable response from the group, you
'lay wish to proceed immediately to etating the generalizatiom. Thip
method of transition. t :the second: activity is'an approacti.ttiar.,:Wfl
you save time. . .

, .. .

10 ., ( c
2. Proceed' with the second leader activity which )41pu haVe.determilleV''

will be most fealsibit for our group,'the setting, and the time available.
After each acrtivity,;it is kecommended that you askif there a e any Oes-
tions ocif anything is unclear. Once the'first component is c Ole ed,
the same4rocedure should be uses for each successive_ subpart Of .module

. until all are completed. You will notice that on page 60, there a, c

sectibn whch list. 'a:variety of -references: You. as the leader ati se
. these fojadditiona background informatien on the topic. Ong
?' 1 -- -

.,,f, of:these. , references bald be availablein,your local school p C, 'Or

collegg Iliarary. If not, you. may wish to order several of these
use.:use

.

*

A I.

r your

.evaluation shOuld be conducted. Since yo
m f) 3. Finally, afcr all of the' units been competed,'.soe FICiiare

working with adults
of

ults who are

.

most.likely in a volupteerosituation, there is np. fOrmal pol4testifor theM
to complete.' Ideally, the 5 should haire been, evaluating themfelvga.thropgh-

4 d'ut the sessions) in terms of their individual objectives. %Prqiided in
the module is an evaluation device which can give yob some indication as
to hat the learners actually did gain from the .session.(s) a d-how,effective
yad mefhods'of presentation were so fhat:you may'alter the , if necessary,
or lee note of those activitie which seemed to be especially effecti:/e.

Suggestions for Working with Adults

Since you will be working with adults, it would be helpful to identify
some ideas to keep in mind about adult learning situations. First, the
learning setting should be attraCtive and informal. This should be a
somewhat different atmosphere than that of an actual classroom learning
situation. The informality is especially important because, the leader needs
to establish and maintain a good rapport with the adults learnera,,in Ad-
dition to demonstrating respect, for. them as individuals: tecond; by trying,
to some extent, to determine the life style and sp-e.hding patterns:of those,
present, you can better assess the future educational needs of the group.
This will help you-identify the direction,,scofe,,or concentration of your
consumer affairs education presentations. Third, .encoeurage the learners to
self'evAluate their own private consumer behavior throughout the session(s).
Suggest that they ask questions when things are unclear. Further, you might
recommend that they contribute rented ideas and experiences that "have
worked for them" when-they feel it-is appropriate, so that the whole group
might benefit from learning bout these experiences. The learner's extent
of knowledge and interest in the area ,tc, be examined Should be the main
criteria far you to use in determiniqpxactly what and how much of the area
will be learned. It is your job to. . that the adult learner "gets'what
he wants" in the learning sessions member to keep these ideas in mind
when 'working with adults; respect ale learner at all times;.try not'to

1U

.st



4' 9
.

,,

yner opinionqn o4horrs; take,hreake from time to time rather than meeting
Atended time 4n4,' help give therc.a feeling, Of wo'rth,

4 u

Jas LA.A

;An indicatid of yOueUcesamay.:he your' adults .requesting a,. follow=
up session on the topic's covered. ' Ou7Ouggestion'forthia'presenthiiOnAs
to moderate a session with one 'on, morOgileat speakers.., 'this might serve aa.
.a thircirndepth session or as a lollot4=-up to one of the overview prgaent-
atiole.

te hope that the suggestions for using- this module will be,4seful to
Iyou and that.the purposes of the module willbachieved with yomr adults..

n all of the modules, the major objective is to eduCate in4Vidual,adults
in consumer affairs 'oducat Wq hope, and xrus that. the modular approach
used here will help Y-Tpu in thisieffort. .

y,

. ./

c
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MAJOR AND SPECIFIC OBJECTIVES:

AVOIDING CONSUMER FRAUDS AND MISREPRESENTATIONS

I. IDENTIFYING CONSUMER FRAUDS AND MISREPRESENTATIONS
Major Objective: To-identify and describe the most comniontypes

of consumer fraud and misrepresentation.
Specific Objectives: To efie what-is meant by consumer fraud and

II. AVOIDING FRAUDULENT
Major Objective:

Specific.Objectives

avoidingOaudulent.schemee. and Practices.,
To list things to be aware -of dr things td.-do
which will aid the consumer, in avoiding
specific types of-frauds and misrepresentations.

misrepresentation.
To develop an understanding of the purpOses undr-

lying fraudulent schemes and practices.
To list and give examples of the most frequeptly

occurring fraudulent practices. 0

SCHEMES AND PRACTICES
To state guidelines for avoiding consumer fraud

and,misrepresehtatIon.
state the general guidelines to f011aw in

. III. SEEKLNG REDRESS FOR
Major Objective:

Specific Objectives:

CONSUMER FRAUDS AND" MISREPRESENTATIONS
To be familiar with way and means of seeking

redress (cOrrective action).,..forfraudulent
schemes and practeS.

To list the steps or channels to follow in 'seeking
redress'for frauds and misrepresentations.

To describe the'types of informavion' the consumer
needs to supply when registering a complaint:

To become faimiliar with various organizations that
handle-complaints.

13
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COMPETENCIES:

AVOIDING CONSUMER FRAUDS AND MISREPRESENTATIONS

I. IDENTIFYING CONSUMER FRAUD AND MISREPRESENTATIONS
Competencies: Give a definitibn of "consumer fraud".

Give a definition of "misrepresentation" as it applies
to making consumer purchases.

Describe the three aspects of a fraudulent scheme or
practice (the "purpose", "come on", and "hook or trap").

List at least eight of the most frequently occurring
fraudulent practices.

Cite examples of these fraudulent schemes or practices.

II AVOIDING FRAUDULENT SCHEMES AND PRACTICES
Competencies: State five of the six general guidelines for avoiding

fraudulent schemes and practices.
Describe at least two ofithese general guidelines for
avoiding fraudulent schemes and prpctice in detail
(points and subpoints).

For three examples of frauds and misrepres ntationse,, list
at least two things to be aware of or things to do to
help in avoiding them.

SEEKING REDRESS FOR CONSUMER FRAUDS AND MISREPRESENTATIONS
Competencies.: List the five steps or channels to follow in registering

a complaint.
List two local agencies with whom consumers can file

complaints.
List two governmental agencies that handle particular

types of consumer complaints.
Cite the six pieces of intormation that must be supplied
when filing a formal complaint.

State two other methods that can he effective in seeking
redress.

e.
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OBJECTIVESC.

"I. IDENTIFYING CONSUMER FRAUD AND MISREPRESENTATIONS

Major Objective:

To identify and describe the most common types of consumer fraud and
misrepresentation.

Specific Objectives:

To definwhat is meant by consumer fraud and misrepresentation.

To develop an understanding of the purposes underlying fraudulent schemes
and practices.

To 'list and give examples of the most frequently occurring fraudulent
,

practices.

Learner Competencies:

Give a definition of "consumer fraud".

Give a definition of "misrepresentation" as it applies to making-consumer
purchases.

Describe the three aspects of a fraudulent scheme or practice (the "pur-
pose "come on", and "hook or Cfap").

List at least eight of the most frequently occurring fraudulent practices.

Cite examples of those fraudulent schemes or practices.

16



Whatis Consumer Fraud and Misrepresentation?

Fraud can be defined as "intentional deception to cause a person to
give up property or some lawful right." ConsuMer-lraud i, deliberate-
deception of/the consumer by sellers, manufacturers, and other ,business-
people. Cldsely related to fraud is "misrepresentation," a practice
which may or may not involve deliberate deception, but certainly involves
inadequate pr unclear statements about consumer g6ods and services to
the extent that consumers become. confused. These Aeceptions and mis-
representatiOns cause the consumer to give up and/or reduce o or more ,

basic'consumer rights:
, 1

S
1. The right to choose
2. The right to be informed
3. The right to safety
4. The right to be heard and seek redress

1 5. The. right to consumer education

Consumer fraud and misrepresentation takes place in all areas of
business transaction, from the office to the home and even to the
hospital, and occurs so frequently and unnoticed that it has become
extremely difficult for, the average consumer to identify what practices
are fraudulent and even more difficult to prove that they are indeed
deliberate deceit. Over $40 billion is lost each year through fraudu-
lent, schemes, which averages out to about $639 per family. It is on
several of the most common of these that our discussion will center.

In discussing consumer fraud and misrepresentation, it is important
to keep in mind first the purpose of the fraud, what the seller, manu-
facturer, etc., has in mind for this practice to accomplish. Next, the
"come on" must be identified, that is the motivating factor, what causes
the consumer to fall for the deal (after simplegreed on the consumer's
part or some sort of emotional appeal). Everyfraudulent practice will
also have a "hook" or "trap". This is the element of the practice that
lends itself to trickery.

When these things have been determined, than the consumer can learn
how fraudulent practices actually work and how to avoid "being taken"
by them.

1'7
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"BAIT.'AND SWITCH" DEALS

Purpose: A businessperson intentionally desires to sell the more expensive
models of a product rather than thelessexpenstve lower'line models.

The "Come On": The product is advertised at an apparently low sale price
in order to lure customers into the store. This is the "bait."

The'"IlOok" or "Trap": The well-meaning consumer intends to take van-
tage of the bargain but'the salesperson almost always "refuses" t sell
the product and persuades the customer into buying a similar. but ore .

expensive item. This is the,"sWitch." The "switch" algo occurs len the
salesperson says the advertised item was "just sold out."

Examples.: 04e man hurried dowkto his nearby car dealer after seeing
a commer0.al on television that advertised a used six-year-old model at
$500 under what it probably should have cost. (The "bait.") The salesman
said, "Unfortunately, the car was sold less than one hour ago." The
consumer, aftBr some discusgion, finally purchased a similar but more
expensive. vehicle. (The "switch.")

Another example of "bait and switch" involved Sears, Roebuck,
and Company who advertised a portable zig-zag sewing machine which sewed

't-

on buttons, made buttonholes, monograms, etc.., for a nation-wide sale
price of $58 (the "bait"). When the homemaker inquired abotit the sewing
machine, Sears salegmen across the country used such repliesas the
machine was nbisy, difficult to adjust, did not sew buttonholes well, etc.
Others were told the guarantee- on this machine was not as good as on the
more expensive models or that there was a long delay. in delivery for the
machine on sale. The customers' were then encouraged to purchase higher
priced sewing machines (the "switch"). The Federal Trade Commission
investigated these sales and obtained A. consent- Order from the company to
refrain from such A deceptive practice.

UNORDERED MERCHANDISE SC11EMES-

PurLose : VA r ous bus i nesses char It es in par,ti cu I r send merchant) i se t (,)

A consumer without his ot- her previous request or consent, hoping_ that the
consumer, out of A sense of obligation, will either pay for the merchandise
or make A donation.

V
'The' "COM' 011°: Consumers receive sMall items, strch,ris keyrings or.calendars,
accompanied by letters urging, them to buy a certain product from that
company or make al donation to that organization. Somet mes C.O.D. (cash oil
delivery) parcel:: Are addressed to consumers, or their ece'ased relatives,
totally unordered.

The "Hook" or "Trap" : The c;nemmer rock, ives t Ilo merchant I se and t' I t her to I :;

that he must patronize the firlA or return the unordered Merchandise. Intlhe



,7
case of the C.O.D. parcels, the consumer'is pftent"pelesured" into payment'
by the delivery person only to find he has paid a,largd. sum for worthless
s'junk

The company is playing on the fact that the consumer does not know
:that shipment of any unordered merchandise, other than free samples (marked
as such), and small tokens from charitable Organizations asking for donations,
is illegal and the consumer has the right,to consider it as a gift.

Examples: The National Federation of the Blind came under criticism of the
Better Business Bureau for sending neckties to hadreds of consumers with
requests for donations. Consumers, feeling' at this gift was of much
greater value than the ordinary token$,recel e froth charities, felt that .14
certainly, if they planned to keep and wear.the.tie, they must send a

,
donation to the organization. I,

The husband oC'the Late Mrs. Lots Barker received C.O.D.
parcel addressed tv his wife shortly after tier de4tri' This being a very f .

emotional time for Mr. Barker, he couldncA possibly return to the sender
something that his late wife had apparently. ordered. After paying the $17,
bill, he'opened the parcel: to find.a,cheap plastic trinket box,, certainly
not worth more than 59c. and'not an item that his wife would have nrdered
at all. Mr. Barker had clearly fallen into an unordered merchandise trap.-

CHARITX RACKETS

Purpose: DiShonesC, fake, and occasionally well-known charitable
organizations obtain contributions which often go to the "high" salaries
of personnel and foiv other unaccounted expenses.

The "Come On": Representatives use emotional appeals to gain sympathy;,
from possible donors. Often their credentials seem very lygitimate and
the name Of the organ i [on sounds fam 1 far. Of course, it hey urge the
cont r Hutt Or to make the clonal jolt as ;oon as poss ib

The- "Hook" or "Trap": Most. peopl e are flirt-a 1 1 y trust in}i, of those asking
for char Etat) le contributions donate i posslhle. It is only later,
if ever, when f inane is 1 s Lemont s t he:e organi zit . ions are invest i gated,
that they found t o be- ratidul ent . consumer rarely f Inds out thzithe ,I hat- t y

Often unordered merchandise such AS kevrings and calendars
are sent witli appeals for donations. These are intended to give the censumer
A reekillg Of obligation to donate or A reward for his donation.

. ,

Examples: Phillip Cordon, a pratessioual.lund-raising consultant, ,osta-
hlished "The United Fireman hind," an organization supposedly developed for
the purpose of giving aid to the widows of firemen killed ,iii the line of
duty. After two years $120,000 had been r, ised. Out of th-i,:, $90,000 was

paid to'Mr. Cordon And the remainder was di idol between actual widows
And "the executive director" of the tutu (ad On, Gordon).

The National Cancer Hospital N(tote the similarity of this
. .name to the American Canter Society) colleoyo uonations of $618,000 irom

consumers. $268,000 of this sum 'was paid to a professional fund raiser,
while another $187,000 was "uuacconnted for." The remaining $161,000 went
to the "hospital" whicii turned out to be nonexistent.
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"HEALTH SPAS AND DANCE LESSONS

Purpose: Health spas and dance studios, offer "special" enticements to .tr)?
,

to persuade consumers to sign a contract for a series of` lessons or treatments..1
1

The 'rCome On": Advertisements for.such instruction use claims to. make life
Mote "exciting" thrbugh a physical fitness program,and give opportunities for
meeting new people to ,lure customers. nstructors sometimes of/er a free
figure or dance analysis or take unflattering ptiOtogr4phs of Weir clients to
convince. then of the n cd for the lessons or sessions.

the promise of this "new life,:the consumer signs
\\.N.

The "Hook" or "Trap* Wit
an expensive contract for a c .t.fftirstotal number of sessions. Often the con-
sumer signs up for more lessons than he needs or could possibly m.ke use of.

1$7He or she often grows tired of the lessons but is unable to get an of the
money basic because of the contract. When the lessons do dun out, Ole instruc-
tor May flatter the consumer with an award or photograph mphasizing any im-'
provements made in an attempt to hook hiAl on another series of lessons or,
sessions.

Examples: Macy Ann Price, single all slightly overweight, saw, an advertise-.
ment for extrcis lessons at a local health spa that guaranteed to "tone up
sagging muscles so that life can be an exciting adventure again." A free
physical fitness analysis was offered. Mary Ann vistied the Health spa.
While" -there she was weighed, measured, and photographed. The' instructor said
that with a little work she could he a "new person." ln.dreamy excitement,
Mary Ann signjd a contract for one year of week14 sessions for $400. After
a few weeks she realized that she could just as easily continue the exercise
program on her own, but the $400, was non-refundable. At the end of the ye
the' :ins t ruc Lo r compared new meLis tiremen Ls and photographs to convince her of
L he i mpi-ovement. s site had Madv.. S t nce Mary an had already de c I. de d to emits t he
sessions, she did not` buy the bargain offer for additional sessions. She saw
through the plan and didn't want. to get "hi " twye.

,1 tut ;Ind Judy London curt% lle.d for a $20 two week "dance rt-nirst.! at "Niberto's
choo I of Dance." At the completion of the lessons, the instructor had a

dance contest f o r the students.. Jim and Judy wi'!re c1r e of the "lucky" couples
that the instructor said to have real talent. He e en hinted at the possibi-
lity of the Londons becoming prof es untie dancers. aken in'hy this late
couple signed a i..lredit cont'raCt for $150 for an add Iion:tl s.ix montln; "Advanced
course." The LOlIdOnti were Uri) L;t'd to tend t OS t, 0 f their rLaSf 4, hail been
"promoted" to the_ adVaaCell I at;;; ---Vrrtih,..4j111rd,11;.e.rti I Zed that "Alberto" was after
money father than talent.

CONTf.STS AND t.:ItiT (Arr:;

merch.tut and hus ni will ot t use t he Inv i t fug, fdea of
contests and ttee gilts AtA taCIAC:; to ittcreaso their sales.
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The "Come On": A consumer may be notified by phone or mail that he has won
a. prize in a contest. Or he sees an advertisement offering a free gift at
a certain store. ThiS, of course, encourages the

.4

COnsitr to correspond
with the company or go to the stare.

The "Hook" or "Trap": Now that the businessperson has establited the de-
.

sired contact with the consumer, the actual details of the con es or gift
offer are made known. In order to claim, the "prize," the cOnstimer'may have
to IiAten to a highmpressure sales pitch -for another more expensLve product
first, or perhaps make .a purchaSe from the company. Chances are theprfze
will not be Worth the effort spent to get it. In the case of the free gift,
it is often. freeonly,with the purchase-Of a 'certain prdduct orameunt of
merchandiseand again, may not be wortOthe time-trouble, and money the,'
consumer spends in order to take advantage of the ''of er." Misleading ad-
Vertising is the -key factor in these eat.

Examples: Jane Simpson, a housewife from Richmond, w notified that he'r
name had been drawn as the winner of a free trip to Flori a. .Ecstatic at_
the thought of a vacation, she aud her husband took off, nly to find that

.the trip was part of a gimmick to sell land in that area. 'Thus their "vA.Ca:
tion" was dampened.by.a variety of high pressure sales pitches,, and upon

turn they found they had spent more in expenses themselves than ehejtrip
was ..actually worth.

A oferchant advertised a 48-piece set of stainless steel. tableware as
included tree When a couple bought a 120-piece set of dinnerware. Bob and
Helen 'Cutith thought they were really getting a bargain when they made this
purchase.- Later Helen priced similar sets of tableware and dinnerware, sepa-
rateiy and fnundttlat the price they had paid for the' dinnerware had been
marked up to include the cost of the flatware. They still had,the merchan-
dise but we-re dkappointed to find .that the items had been purchased under
such false pretenses. ,

After answer ing simple ques t on over the phone, L ludo Johnson found
hte. rse t.6 be the winner pi .1 new sewing machine. She went to the address

. given her by the man she had the telephone tionversat ion with to claim her
prize.. When she saw the. machine she had won she was disappointed to find
it was not a portable model ';ind was in a love 1,/ $1.10 cab inet (wInich was no t
a part of her winings, or course). Since the machine was already installed
in this cabinet,' she did not bother to have it removed and wont Ahead with
the purchase. She had won-the machine, but had been rooked into An expen-
sive purchase along with it.

INSPVCTION OVALS

Pur_pose: Companies sell their products by having representat fives recommend
that the frousehold is in extreme need of whatever that product or service may
be.

The "C011le On": The '-kepretf eta at lye Of lest; I he IllnflISpOl't iii', housewi 0, etc.
an absolutely tree inspection of the house or an appliance, heating system,
chimney, etc. Since the-iflspection istree, the consumer permits it, reel iii
ft could certainly do no harm.
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The "Hook" or "Trap": The reprsentative almost always finds something "wrong"
with, th house o1 appliance and Strongly suggests.that repairs be made. Of
cqurse, the inspector has the olution to the Problem readily available.
'Since the product in'question sually' involves home maintenance or protection
(such as furnace% pest contro , ,fire protection, etc.), the homeowner reacts
;,quickly, often without further,Checking into the matter or getting estimates
from other companies. Thus, expJnsive and unnecessary products and services
are purchased.

Examples: 'After a "free" inspecig.ein, .3-lightning-rodn, salesman convinced .a
Virginia- farmer that his farm biRpings were-not adequately protected from
fire Caused-by lightning. He also told Earth was not withyl the
area served by the local fire department. The salesman not only had the
rods readily available but was prepared to install them as well. The farmer,
could have purchaSed the rods himself for $200, but the bill resulting from
the "free" inspection was $3,500!

-Mrs. Alice Martin permitted a salesman of heating systems to inspect her
present furnace', free of charge. After quickly examining the furnace,.the
salesman reported that it was in bad need of extensive repairs that would
probably cost more than installing a whole new system. He also cautioned
her of the danger of an explosion if the situation was not soon corrected.
A sales pitch on the virtues of the heating system he was selling followed.
Mrs. Martin replied that she would have to talk the problem over with her
,hilsba'rid before signing any contract. When Mr' Martin came. home froM,work
that evening Alice told him of the incident. He promptly called a friend
who was also-in the heating systembusiness to come inspect the furnace.
The Martins fo d that they did need their furnace' cleaned and a new filter
installed. Thee repairs amounted to $8, in contrast 'to the thousands of '.
dollars they would have spent if they had signed a contract with the door-
to-door salesman. Thu Martins were lucky that they did not get bitten'by,
this deal.

"HLGH BALL" AND "LOW BALL" AUTO Dr.ALS

eurpose: Both the "high ball" and the "low ball" are giMMicks used by
automobile salespersons in order to entice shoppers into becoming buyers.

The "Come On": hi thin, "1116 boll," deal, the automobile salesp4son spots 'a
shopper and offers him an "extra high" trade-in price on his present car.
The lc1w hall deal is an of fer, which is soon retracted, of price apparently
lust above factory cost on a 11414 car.

The- "Hook" or "rira_p": The victim of the "h igh ba l I " buys a .,new car and h;
charged high prices for 1 vartetic of extras on the car. In this way the dealer

. makes tip the prof it he os t " on the trade. This deal could al so take the
form of uhusit Ing , " when' the dealer gets the ear with unoi-clered extras and
the.buyerwould rather pay for them than bother with reorder tug the automobile.

. The '"low bald" victim decides that he'is getting a real bargain on the
ahnormnlly low priced auto. He returns to the salesman ready to close the
deaf; but the salesman says that he is very sorry but he made a "mistake"



in the price he quoted' earlier. Since the buyer is tired of shopping at this
point, often he goes ahead with the purchase anyway.

Examples: Charlie Walker's hobby was "window-shopping" at automobile sales
lots. One day a salesman at a lot eyed Charlie's seven-year-old car and
began persuading him to trade by offering him $300-$400 more than both knew
the car was actually worth (the high ball).
was interested fn, so hc decided to trade
price for his old car."' Of course the
witb such terms, so before the deal
fa1ke0 into several hundred dollars
neither wanted nor needed.

Charlie had spied a he
since he

coulddealer

new car
was getting such a great
not afford to go through

poor Charlie had been
the car that he

was finally closed
worth of extras on

An-c-.;ximple of the "low ball" deal occurred when a Nofolk consumer and his
famity.talked a salesman intelling an almost-new ChevrOlet for only
$2,400--a &ally Ictw price. The salesman wrote up the contract and went
to find the manager yi) must okay all sales. The family waited for his return,
lcappy about the good buy-thev had made. The saleSman soon returned with th
manager close behind, shouting at the salesman 4nd threatening to fire him.'
The salesman apologetically explained that the manager would not okay the
con4ract hecausetAte price was mistakenly misquoted. ,The family ended up
purchasing the AuiomoLileat only $2,850-, They returned home Feeling good.
about the price -they had paid for the fine car and also glad they had been
able to help the nice salesman out of his predicament with the manager.
The dealer was pretty happy too as he'had made an extra profit of $200 above
the market value of the car, which was really $2,6'O.

AUTO ERAIJDs

Purpose Ant o repo i irmen increase the i r l , and earn ings by i lig such

tact I as m agn \:; ng, inutecess:try rep a , using; second-hand part: ,

and overcharging.

The ",Conti 011": Mere are many types and variations ot auto repair irhud%
but ill most case:; the automobile owner, detects A trouble .;ignal and goes to
a garage or service stat ion. fhe repairman diagnoses the problem and tcti,
the owner he will give. him A very reasonable.price. A contract estimating
the cost ot the work,ris drawn up for the customer to sign.

"Hook" (n "'Trap ": Thunugh his own lack of intormation, time, or access
to :another repair shop, the customersigno the C0111.1Aci. ha MAIIV

Only A minor repair was needed but extensive repairs (which may of may not
have been made) are charged for. Sometimes a repairman will create other
problems while working on the auto. overcharging; for labor and extras
ouch Ai: lubricants frequently occur along with the use of second:At:m(1 patio
AI new part prices. The actual cost may well exceed the estimate but since
the repairs have been made the customer is trapped into paving the bill.
Favorite traps set by. auto repairmen vost trequenLly deal with batteries,
transmissions, brakes, and shock aboorbets. FTanChises in a
certain type ot repair, ouch as mutihrs, also have A high incidence ot

91
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supplying material~ and work at outrageous prices. Advertisements for
these uepairs emphasize the time and convenience factors to lure unstis-
peiting consumers.

Examples: Ann Davison had not been able to get her car startAld for the tast
three mornings without being "boosted". he finally took the car to a
nearby service station where the repairman took one look and f4stantly con-
cluded thac she needed U new battery. He told Ann she was "lucky" as they
just happeried to be having a "special" on batteries anq lie wouldinstall
it for her for "only" $46. ConvinCed by this anil glad could,, take

advantage of the "sale", Ann permitted the repairman- to rt.'plaee her battery.
Later a neighbor examined the replaced battery and told her,that it merely
needed the termiaais cleaned: 'She had been sold an unneeded part, )1 frequent
occurance in aunt) repairs. This is a simple example, but Others' involve
much, mb re extensive and costly repaii=s.

.

il

Bolt Si,gal suspect ed it transmission p role Lem i11 his C;11. 111rd took i t to
a nat. i onalTv known franchise I ransmiss ion bus hut ss . 'The- r epa i rman Os t [mated
a $1'60 repa i r j oh on the car. 1 t seemed reasonable, .t. o 'Rob so he signed iy.
contract for -Elt,0 w-ktrk to be done. Al itiw,days ,later Rob 'returned to get the
car and reyeived a hilLfOr $ 310. The repairmanlhad not notified Bob of th4

..,
"extra" $I'M n eded. Inquiring about the added suet, Bob was 'told that they
had found $120.i trc'-repairs hoe-ded than they Itul expected and the retmstining
$30 was for "shop charge's" (extra bolts, lubricant, etc.). Bob was very .4.

disappointed that he had not shopped around since the reasonable estimate
had 'turned into a ;costly and (ies Lei onal. 1 0 :10;1 I .

DOOR-TO-000R ;;ALV:=,

Purpose : Moor: o- doer. t; a lospe rt:op.:. ,.iis'e vu 1- t ou:: 1 c Hui INLy0;,; Tel It i );11.'il ro!.;:-;11 re
!.;0 1-I In}, t 0 p,. t !; witio couz; (true rs to buy p todie: t a t 11;1 t t 110V ,let not need et 1,) 1 1,1, -,

likely 'lever lis,0 Otten products Art'. ever-pviced, of pool quality,
of 110 orde 1-Cd .Hill Mit 1.1't"..t... i V 1.1.

The "Come Oli'..- hooks, maga..Y.i.It05, encyclopediat., Bibles, ewing machine!;,
VACUUM 4; I. 0 :1110 I :: , ;Awl( of be I: 111.101.1::01.10 I d }-t14,et t-: are I aver it 0 product ti of doo I
t 0-e1Oor tt110;;ItO1-:-:011::. I'lle:-:e t,',a 11.:pe op le us , 1 tett delllellt:t 1-;1 t 1011:: or ::;11111t 1e: :,
bilt.011:-11..t Offlot 1::11.11 appeals, sympathy plays, t it t 0 ry /Mkt comp 1 1 Melt( !-: ex--
t 1 0 we 1:ri,,,,,,Ilipe,,,..,.. smd hard--,;,11 sale.; pre50 It ;It 1:11:: t 0 pt. rt-Oldde ,'oil!; 11111,' r;:
illt 0 buy 111.. Mottle' ::110:11)e r sow; pose as t ak ill', a :: tt 1-V0y ;111.d. Itt:e I be t 111 of
III,It 1:11 ob rj.11110d to 0 1 t lie r ),,0 1 I be 1 t 11 I eel Ill be :toe! " 01 to !;tt t t Ile COW:Itille r
up tot .1 visit tt om A hard-se I I :-.a I es in.

The ''llook" or "lrap": -Cottsmm.rs tall tor ales tactics and make Chose
ptitchatu,:t hastily without duo considotati on to Ilk. tete, II: .0(1, ptice,
and, quality ot the pcOduct. Contracts ,Cre signed without trading
details And cousumeti; Ale often' 1111AW;ICC eel Ihelt legal tight povrainiwg to
,loot -to doof litetelove, constimcv ate cheated our of many dollat,;
hv purchdsfug peel quality, high pirced, of unnecessaty items. CouttacCs
are s }Tied I el ItrirW1; I no ;Mitt:CI I pt 1 OW; Mid boot. c I Mt:: t lilt \I r exceed t he
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reasonable time lengths consumers would ordinarily wish to receive such
materials. Sometimes--,:these-.mtater-i-a}s fit paid -or and never delivered. By

committing themselves to long term credit,payme ts, thi's additionally raises
the cost of the product.

Consumers do-not. realize that, according to Virginia law, any purchase
of- over $25 made from a door-to-door salesperson can be cancelled within
three full &rays (not counting Saturday and Sunday) after the purchase was
made. When the consumer notifies the company in writing of his desire to e..r

cancel the.contraCI or' purchase, th# saleperson has ten days to r'efithd all
money and/or trade-Ins and the Consumer has twenty days to send back the
ilemsito the salesperson.

Examples: Marilyn ay answered the doorbell one morning to find 0 handsome
young Aan wishing to show tier samples from al set of encyclopedias. 'She

invited'him in and he explained to her,Lhe fine qualityHf the books. Ht7

pointed out the many uses that he was sure her intelligen,I.: children would
Lind for the'encyclopedias. Along with the books, she would receive a
dictionary and five yearly supplements to.tbe. set. This offer was for a
limited time only. Bacomilog more and more convinced, Mrs.'Day asked .the,
salesman a few questions about himself.' lie elaloed to. he we rkillg his way
through college and'was really" in need of customb'rs for his fine educa,tional
product. This watt' the clincher. Mrs. pay could not resist the deal 'and
Also the opportunity to help hint rout signed a contract for the-books to be
shipped Loiter. Mrs. Day had no previous intentions of purchasing encyclo-
pedias and had not discussed the matter with her children. In the months to
come, she fount' her children used the encyclopedias provided by'Llteic school

4,c° L..instead of the ones at home just about every time' they ever'ueeded.Eaem.'
Later, .the' first yearly supplement arrived and she found her:jell:being billed
$2O blot the hook. In computing, prices by ank)t.her no ighbOr; ftittn0tho

p;t i d a lull more t rho ot war; Actua I I y 'worth.... Making :-:uotr1;1 td and
nit i Onited: 'purchase Lv Mii;lak very typlca1 i tiaL .

Allot het i I e permi t t 0:; man t e demon:: t rah` ,1 nk'W moth' 1
ii.; unlch i f01' ht; r I n nOnic Mk' M('11 tiXt' InOkit.' l ,

;Cf,/ lug but t )11110 I 0!; , pp , 1110110W.:111U+ , t't And 1140
The t4alesmau nude It all look so simple that she could not resiat the
Lemptationio have one o4 her own. He also assured her that she was
gotting an'oxoclIcnt deal on the mAchine ,u; ::ItoltAd boon onc of the
howiewivoh iipoctally i;oloc(Pcd for him to yHit. One of the conveniences
of the purchase, ht. .1i(1, t4.1 that she could call him back tojtot holm'
lor rFpait Any time. Indeed :;he could, Ana did. .0u ,the avol:Age el
onco ,hoot It the machinc noodcd minor rop.tiv And A4liwitmont::. oach 0:;tittr
hot' trom -$2A ;(), had6't putcha::ca such a great machine And
neithei had idle gotten a "v,00d deal" ou it. Tho dillorcucc wai; rpott mado
up in topalt!:.

CHAIN 10',FkkHAI, !;ctirmr

Puipho: ;,11,-,Tot!iott!; inctoa,io l he 1 I chAnco ot MAIIW :;,11C hA' LIVIIW con
piovide names oi of het pioalwetive clistoim-rs that he might contact.

sit
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,The "Conte On" : A consumer told by a salesperson that if he or she will
give the names of friends or neighbors who might be intetested in the pro-
duct,, a refund or part Lai discount wi 11 be given on their : own purchase!'

The "Hook" or "Trap" : Through misrepresentation of the facts of these
sch,2.111es, the consumer builds up h6p68 of getting 0ig returns on nit' pnrchast
by gi \iing a large, number of names for. referral. However, he latt!!r realizes
that this was merely a pressure sales tactic and that he only receive>, his.
refund if and When one of h is referrals makes a purchae. Maybe one -or two
of 11 is reNte rrals wi 1.1 purchase. t he product, even tdrough he may have glVen
the salesperson the names of 100 'or more friends and acquaintances, so he
might get a smalll re fund. The sales,person may not even. bother to check out
any of the re ke rt:als . An addi t Tonal prop lem exists when he" checks into t he

,pr \hat he -pa 1(1. 10T- t he prouuct in the Ifirst. place. Ile I Inds that it ha,;
often been raised subs stantf tlly to compensate for the re t nails

Most consumftrs do not take the t fine to t lank a chain re le rra I scheme
through. 1 t they did, they would reali,ze t hat if tht.: saute. of fer was made to
very many other c ome Ts there would soon be no one biL L he world left t
ref er. The pyramid diagram below shOws what NaPpens i t the I irt3t Iluyer-
g.iv,e's the salesperson tetl names, those ton custonier each give Len laddit Tonal
names and so tort In on Iv t steps away I root t he t i rs t buyer, von would_
need mor0 buyers than t he re we people t ht w o r d .l I t i 1i for t hat ri.,.:.n;on
that Hut in re tt. rya ;&11entes are i 1 legal man stat i nelud Virginia..

I (i n 1 1 . 1 a 1 buyer)
10 t en referrals),
IOU (t'u,'ir t en re I err.' !slit"'

I .000
10,000
100,000

1,000,11110
10,000,0011
100,000 ,(1110
,(h)t) ,M)l) ,000 ,,v,' 0. . popn I At

Cm , 00o ,00(1,00,0 (eve li,t1 I,1 1)01)111:u 1-011)

V .11111) I, 1'01 1 LI 1,', 1 01. i, .I I 1 10l,.11 i'`,..;111111 It' 01 1 110 'IV1 111 1 1'1 01 1 ,1 I .1 11' 1

t I t'...110 I 10.'111,111 . 1 11(' 1 :1001W: l 0 I 011,1 1 :,P' I 1 1 I 11,'

101110 . 1 l i t 1 1 \ I , 1 1 1 1 1 I V 1,I It CI 1 , 1 : , 0 , 1 .1 00 1 1 1 1 .1 \ ' , 1 1 . 1 1 1 1 1 1 k 1 1 . 1 1 1 i 1 1 0111 ! 1,1

H IA 11 t lie IrHet, t 11.11 I he\ could ,;t he.) ne,')p huv t he
It 1,111C0 t,'1.211 ltl i :;,. I i ." Thc lespe, jor ollosed t 111 :11
h e . m.tde t t ell( t names cle Lod H t he 11111 ley s', 1.11ey (Jell Id I ece 1 ee\1 ,t etl l t

ot It111. `1.1111emat !cal 1v, ',1"'.11,111?'., 11 1,.'" 111111 I le:; `'.', it ".1`1 "I"
.111,1 .111.tit lit' t'l 1,1 1 , I 1 10 It' 1.'011'1 II,' {1,1, ,',1) Anil j

I 10 V i 11 ( V I',,, 1 10', V At'l'ill111,° t'II1:1 01 4.10 1 0,1, It ,01,1 1,1 pi t it
1,1111 I . I 0 1 t' 11.1 I V,'

I II11(':4111,111 1 t.,I It t, It11t7tpic wit It tt I,,1 t t 1,.t. .tit .111,1 It.,
t t el Ict tst) .111,1 ,I)t)(1 III Bolt I..II CI, I I'm,' 0,1 1 1

0,1, ( 1 Auld I I ,()1III .1 Oki i'11, I'd 1 0 :1' V0 I 1,

111011 II:; I 11111 1 H011111011( 11,,1 1 01' this It .nhl It ,Intl n:..) end s I [lc(' :(
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PYRAMID AND PONZI SClS

Purpose: -These investment schemes promise an unusually 14gh rate of return'
in order to keep investors interested in the empty or misleading deals they
are investing In.'

The "Come Both Pyramid and Ponzi schemes involv& investment- opportu-
nitieS which mphasize'a very high yield and a quick return.

. TheY,May-pto-
mise a "once inwa lifetime" opportunity or the chance to "getinbhthe:
ground floor." The pyramid scheme is a business variation of1he chain
referral deal. -A consumer is offeied a chance.to "invest" ay. purchasing a
number of distributorships to sell a certain product. He is also given the
right to'sell these same distributorships to others and receives half of
their profits. This entices the cqnsumer/investor since he figures that his
investment-will pay for itself quickly and bring it:additionai high profits
as well. Ponei schemes (named for Charles A. Ponzi, who defrauded hundreds:
o1 investor' in the .1920's) involve a prOmoter who claims to have aproduct
or deal which will give the investor a quick return in only a few a6110.4.
The early investors mak9 their investment and actually receive good returns
promptly. .Encouraged by this, they are easily peKsuaded to re-invest the
profit and further increase returns. Others are Wimilarlyenticed when they
ihear "how wet." their friends are doing,. This patteth..of events occurrs
over and over so the investors feel they are really 'sin the money."

ti

The "Hook" or "Trap": The bottom eventually fallsrout 9f:both these invest-'
ment deals In the case of the pyramid scheme, the investors" concentrate
on selling distrtbut rships rather than the product. This brings about the'.
same problem as the chain referral scheme--the pyraMid builds so quiekly
that, you soon run out of investors. The chart below shows what happens when
1 i x (Its t r Lbw orships . are so ld and each of thoSe sell s Lx more in turn. Those
at the top of the pyramid will reeei170 money quickly but those nearer the
bottotu t ind it impossible to pro it so the..inves tmentH eventually dwindle and
t he deal fal I. through. V irp,iniu I.tw prohihitn ::tich pyramid promot iotut L
;(11eme:;.

Month:: 1);irt i. ipant

1

lb
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7,11.6

'46 h ,

2/9,910
I , o h l o

9 I0,0//,o90
60,460,I/O

I1 lo2,79/,0')O,Exceeds United :Itates Population
12 ? , I /6,0/82 ,

1 I // I 4,060,69/1,(110\ Exceeds World ropul.i*n.

ch" hoh i nki t he ,Ilieute t hot t he I nye:: t t hi uk they are
lug the 11 I 01 p I tit t ti and hope to make mitre, but in rr,1IIty the Ili ()I t t; do

not . Fite 1)1 ()mot et ha:: worked out t he sy;t em ;4() t hat he pays the, few
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more money to the promoter. The money to pay the early, investors 'comes from
the funds of the later investors. since there is no tree source..pf'invest-
ment income, the scheme eventually collapses. The promoter willeither dis-
appear with all the "investments" or reveal- the bad news that the invest-
ments went "sour". *

Examples: One of the well-known examples of the pyramid distributorship
deal was that of Holiday Magic Cosmetics. This firmheld"opportunity
meetings" at which they used high pressure appeals to encourage consumers
.to become representatives. There were four levels of distribution in the
Holiday. Magic deallaThe fourth level, the general distributor, protised
earnings of at lestiff $25,000 a year. To reach this level the consumer had
to invest at least $5,000 in cosmetics to resell t -distributors. The
company handled all transactions on a cash basis d the investors were
required to sign a contract relieving Holiday Ma is of.any guarantees of
profit. Hundreds of consumers fell into this deal and signed such contracts.
Soon there were more distributors than there were salespersOns to push the
cosmetics. Thus the investors were left with basements and garages full
of these cosmetics and empty pockets. One man and his brother and sister
invested $18,000 in Holiday Magic. After 6 months, they had made only
$147. This firm was charged by the Federal Trade Commission with unfair
and deceptive merchandising and investment misrepresentation.

Robert Johnson, operating as Ridge Associates, was the promotor of a
01onzi scheme involving wine imports. Johnson claimed to have,a business
'purchasing "industrial wine" for use in the manufacturing of salad dressing
and other wine by-products. Many consumers were enticed into investing in
this scheme with promises of 30-100% profits in.only 6 months. SOMe of these
investments Were as great as $250,000. The investors were encouraged not
to cash mature notes, but to let their profits accumulate. JohnSon, it
turned out, was not in this buSinessat all as "industrial wine" does not
exist.i He had kept the scheme going by paying off investors who wanted out

',,of the deal with funds from new and present investors.

LAND SALES SCHEMES

Purpose: Dishonest real estate firms misrepregent the facts in land deals
''so as to get higher prices for the land than it is actually worth.

The "Come Op" Vacation and, retirement. sites are sold to out-of-state buyers
on the premise that the land is in an ideal` location that is readily acces-

' sible to, shopping areas, untouched by pollution, etc. The high pressure
salesmen urge immediate action since the Jand is "going fast" and the promise
of future developments nearby makes the land a wise investment'as it will
greatly increase in value (buy now4), These deals are closed sight unseen
on the spot in the realtor's office, during a sales presentation in a restau-
rant, r in the buyer's home.

.1
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The "Hook" or "Trap": When the consumer finally gets around4 investigating
or visiting his land purchase, he finds that the facts have been grossly
misrepresented or "left out". The salesperson may have failed to mention that
water or other utilities were,not available, that the land was in the midst of
a swamp or desert, that certain liens were on the property (unclear title),
or that the probided development of shopping centers, golf courses, etc., were
merely proposed ideas. These "half-truths" are often hard to prove as fraudu-
lent and since the contract has already. been signed, the unhappy land owner
As trapped in his purchase.

Examples: The Hilton family proudly purchased Florida vacation land at a

"bargain" price from a' realtor who had visited Mr. and Mrs. Hilton at home,
Mr. Hilton, realizing that land at this price was haid to find, closed the
deal that very day as the photographs and slides of the land were very con-
vincing. That spring the Hiltons traveled to Florida to visit their property
which was described as "5 miles from Rainbow City" only to find that "Lake-
side Estites" were surrounded by miles of impassible swamp with one road
leading out 43 miles to the nearest town. The lots were such that building
a home would require quite expensive engineering. So, in effect, the land
was useless to the family and a total loss. In,,spite of this, they had
to continue making payments for another 2 1/2 years to purchase the product
or face court action.

The U.S. Department of Housing and Urban Development (HUD) in-
vestigated a company selling lots i-n Lake Chaparral, a recreational
subdivision in Kansas, and found that the company had sold lots in
violation of the required developmental propert report they had filed
with HUD. Included in-this violation was failu to keep promises
'made to buyers about paved roads and the water system. The company .
was forced to make $35,000 worth of refunds to buyers. In this, case
the consumer did not lose out completely, but there were still many
unhappy victims of misrepresentation.

WORK-AT-HOME SCHEMES

Ptfrpose: Companies advertise for consumers to do tasks for them in their
own homes, often for the purpose of merely seling materials to these'con-
sumers rather than seeking their employment.

The "Come On": Advertisements claim that consumers can make large sums of
money right in their own homes at their own convenience. These ads are
designed to be particularly appealing to housewives and elderly persons

' wishing to make some extra.money.

The "Hook" or "Trap": Some work-at-home ads are legitimate, but many have
a "catch" to them. Frequently, the consumer must send in some money for
a kit or booklet that is supposed to give more details. When the consumer
receives the, information and/or materials, he or she finds they must buy
some or, all of the materials themselves and that they are responsible for
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selling the finished product as well. In other cases, when the consumer
returns the finished Product it is "not up to standards"; thus, he or she
is stuck with the product and out of the aleney invested in it. Sometimes
the "salary" paid depends on the "succesd" of the company;

28

Examples: Mr. Clark, a retired gentleman wishing to make a little extra '

money in his newfound leisure time, respondedto ads in the local newspaper
seeking persons to lace leather goods in their home for a commission. In a
few weeks'.he received the pre-cut materials and the instructions for lacing.
Of course, he had to purchase these materials from the company. Following
the instructions, Mr. Clark Completed the leather goods and returned them
to the company. Later he received a notice that payment for the work 'could
not be made as the finished products did not meet with their set standards.

Another work-at-home scheme involved Lucille Workman, a middle-aged
housewife, who answered an ad to address envelopes for a company to send
advertisments to consumers. Lucille was sent,a mailing list from the com-
pany and had to purchase the envelopes herself. She returnedt the addressed
envelopes to the company and waited for her salary. After se'eral months,
she received a reply from the company stating that the advertisements mailed
in the envelopes had not increased the sale of their product, thus:they were
unable to pay her for her work. Not realizing that this was a condition of
the agreement, Mrs. Workman was "taken" by the scheme.

"GET RICH QUICK" DEALS

Purpose:. "Get Rich Quick" Deals involve an advertiser who claims to know
a secret to becoming wealthy very quickly. The jurpose is to encourage
consumers to send for further. details,about the 'deal".

The "Come On": The further details are not clear the promising ad-
"vereismet,'but the consumer is often asked to send money regardless. The
deal sounds especially inviting.

The "Hook" or "Trap": The trap is that the consumer sends in money for
further information, no matter how worthless it may turn Out to be. These
glamorous ads, found in newspapers, magazines, and received directly
through the mail, usually result in paying from $1 -20 for a book or pam-
phlet describing some "get rich quick" schemenew business deal, attitude
change method, etc. Such an ad often contain (1) lavish claims about
results, (2) testimonials from others, (3) a clause saying "anyone has an
equal chance for success", (4) the,details of the deal are,"secret" until
you follow the directions in the ad (usually to send money),.(5) the offer
claimsto be "something different", and (6) the advertiser claims an un-
selfish motive for sharing his "success."

Examples: One advertisment using the caption "At Last, The Secret But
Legal Way To Get Money", asked the reader to send $3 for details. The con-
sumer received two booklets, one giving instructioos on how to sell bill
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)collection form letters through a mail order business, and the other de- .

scribing a "magic formula" called "Coopudoolu" (this actually means
"Cooperation Under the Diyine Order of Living and Union").

4 0,

Another ad read "Get Rich with Secret Law that Smashes Debts and
Brings You $500 to $3 Million gash" resulted in consumers paying $12 for .,
'the advertised "Debt Survival Kit" which included a booklet on "Dynamic
Image", describing various schemes from starting your own university to
details on "how to disappear completely." The authors of this one were

' quick to add that they neither guaranteed or assumed responsibility for the
nse.of the contents of the book.

"BANK EXAMINER" SCHEME'

Purppse: A person posing as a bank examiner involves innocent consumers
in his schemes to steal bank withdrawals from them.

The "Come On": The phony bank examiner telephones a consumer seeking their
assistance in catching a bank teller that is suspected of being dishonest.
Since the consumer feels it is his or her duty as a citizen to help capture
this offender, he or she willingly follows the instructions,given by the
"examiner."

The "Hook" or "Trap": The "examiner" instructs the consumer to go with him
to the bank where the dishonest teller works and ask the teller to make
some sort of withdrawal transaction for ,him. The consumer then hands the
money withdrawn over to the "examiner" for counting. Before the consumer
realizes what has happened, the phony examiner has disappeared with the
money.

Example: Irene Campbell, an elderly Lynchburg resident, received a telephone
call from a man claiming to be a "bank examiner" stating that he knew her
to be a patron 'of his bank. He asked her to assist in the appre4ensiOn of
a dishonest- teller by accompanying him'to the bank and drawing $500 from her
savings account. Mrs. Campbell agreed to this, withdrew.the'Money and
handed it to the "examiner" to count., But, at the sleight -of -the -hand, the
examiner quickly stuffed the bills into his coat poCket and ran out of the
bank. Mrs. Campbell was too startled to cry "thief" until after he was
already out of sight. The "examiner" -was nowhere to be found and neither
was her $500. Np

John Bowman entered the bank and was approached by a man claiming to'be
an undercover ba'ak examiner. The man quietly- asked Mr. Bowman if he would
go withdraw a sum of money from a certain teller as they suspected the teller
of withholding funds. The "examiner" reminded John to he very secretive
about this'action. The man had a seat in the lobby while Mr. Bowman made the
transaction. Bowman withdrew $1,000 from his savings account and returned to
the "examiner" to have the money counted. The "examiner" took the money and
wrote John a receipt for it. he thanked him for helping in the investigation
and told him to return .to the bank the next day, after they had apprehended
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the teller, and cash in the receipt to get the $1,000'back. John went home
and returned to the bank the next day. When he tried to'cash the receipt, a
bank official told him there had been no such investigation and the receipt,
was invalid. Mr. Iiiorwman had lost the money ,completely.

4

THE "PIGEON DROP"

Purpose: This con. game is actually a form of outright theIt, taking large
sums of money from unsuspecting. consumers through purposely involving them
in a'lost and found incident.

The "Come On": There are several variations of tricks used to "pull off'
this scheme,- but the game usually reqUiresltwo operators. The first "con-
artist" involves the victim in polite conversation while waiting for the
second "con-artist" to appear. Often one of these is a woman. The second
"con-artist" pretends to have found a large ,g.um of money in a paper bag or
envelope; and attracts the attention of "Con-Artist" #1and the victim.
The thiee try to decide what to do with the money. One of the con-artists
claims some affiliation with an attorney and pretends to go seek his advice.

The "Hook" or "Trap ":. The con-artist iretUrns from the "attorney" (who
really does not exist) and reports.that they can keep the money. He adds
that ft would also be wise for each of them to put up a sum of money in
"good faith" in the attorney's safe. This is to protect them if someone
learns of their finding the money. Each of the con - artists pretend to draw
the money from their savings accounts and then accompany the victim to his
bank to do likewise. The victim usually turns over,the money for one of
the con-artists to, take to the attorney. Later the victim finds out that
there was"no "attorney" and that his money is in the pockets of the not-to-
be-found opergtors.

Examples: Roger Dawson was sitting in the park when a man calling himself
Ed White approached him and began chatting. Soon their attention was
turned to the excited cries of a man close hy. This man, Sam Johnson,
said he had found $30,000 in a paper bag under a bush. He assumed the mr,ney
had been gained by illegal means. He said that since they were in this
"together," they must decide what to do. Johnson said he worked for a
lawyer and he would go ask him or advice. Upon return, Johnson reported
that they could split the money, but they must each put Up $3,000 in the
lawyer's safe as security. Johnson and White went to their respective
banks and purported to draw out $3,000 each. They returned and escorted
Mr. Dawson to his bank. He withdrew the $3,000 an it was placed in the
envelope with the rest. Johnson volunteered to to e the money to the law--
yer while White and Mr. Dawson waited outside: n Johnson returned he
told Mr. Dawson the lawyer wished to speak to him. Whep Dawson entered the
building he found the lawyer and the whole deal was a fake. He quickly a
returned to the outside only to discover that Johnson and White had fled
with his money.
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A similar incident happened to a 75-yearTold widow in Roanoke. The
widow lost.$1,000 of her savings in a similar "pigeon drop'? invblving two
young men. She felt the situation was too embarrassing to report. But
two week later she received a telephone call from a man claiming to be a
member of the police department. He'reported that the two women had been'
found and were in custody. He fur4ber said that it would cost $5,000 to
"make sure that" the women were convicted. The two men later arrived at
her home to escort her to city halL to "confront.the two women in custody."
On the way, they stopp4d for her to withdrew the money from her bank and
gave her a large envelope in which to put the money. One of the phoney
law officers held the envelope on the way to city hall. After entering
the building, the widow waS told by the two men to take the envelope and
"see Lt. Robinson on the second floor" while they checked on another case
in the courtroom on the main floor. The widow climbed the stairs in search
of ,"Lt. Robinson", clig to find no such person existed and when she peered
into the envelope shd"Wound the phoney law officer had switched envelopes
on her le.aving her with cut-up pieces of blank paper. She hurried back
downstairs only to find the tA thieves had fled the buildpg. The widow
had become the victim of "doyble drop," an added twist to the pigeon drop.
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OBJECTIVES:

II. AVOIDIFG FRAUDULENT SCHCMES AND PRACTICES

Major 'Objective:

To.state guidelines, for avoiding consumer fraud andelsrepresentation.

Specific Objectives:

To state the gen;ral guidelines to follow in avoiding fraudulent schemes
and practices. .400

To list things to be aware of or things to do which will aid the c nsumer
in avoiding specific types of frauds and misrepresentations.

e

Learner Competencies:

State five of the six general guidelines fOr avoiding fraudulent'schemes
and practices.

Describe at least two of these general guidelines for avoiding fraudulent
schemes and practices in.detail (points and.subpoints).

For three examples of fraudsand misrepresentations, list at least two
things to be aware of or things to do to help in avoiding them.
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Ii.,, AVOIDING FRAUDULENT SCHEMES AND PRACTICES
(Conceptual Outline)

4

34

Reminder about Outline: This is a conceptual outline in which both the
major and minbr ideas are presen4d. Forlfurther explanation of the concepts,.
review one or more of 'the, specific references noted on pages 60-65.

I. General Guidelines for Avoiding Consumer Fraud and Misrepresentation

A. Be informed

1. Read current newspapers and magazines
2. Check advertisements carefully
3. Be familiar with your b rights and responsibilities

a. To choose
b. To be informed
c. To safety'
d. To be heard and seek redress
e. To consumer education

B. Comparison Shop

1. Prices
2. Quality ofaateriala and cdnstruction
3. Claims or guarantees
4. Get more thanone estimate for all major'purchases'

C. Askoquestions *

1. A reputable dealer will answer them
2. Beware of the salesperson who works his way around the questions

D. .Know with whom you a7 dealing

1. Check ondeaaer's reputation with others
2. Avoid salespersons who

a. Run down another, dealer or firm's product
b. Fail to supply complete information
c. Insist on immediate sale
d. Turn you over to another salesperson who uses high pressure

techniques

E. Check bargains carefully

1. Indications of trickery, especially in advertisements
a. "Below wholesale" or "List Price"
b. "Fire sale"
c. "Buy now before it's too late"
d. "Your last chance"
e. "Absolutely free"
f. "Give away"
g. "No obligation"

fr2. Compare prices wi4irnon-sale items at other stores'
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F. Read all contracWcarefully before signing

1. Know the dealer's obligations
2. Make certain you know your own obligations
3. Never sign the contiadt until all the blanks have been filled in

II. Avoiding Specific Frauds

A. Batt and Switchlteals.,

1. Examine advertising carefully,
2.* Compare "sales price" with priCes elsewhere to see if ii 'is

an actual savings
.

'3. If speCial is sold out ask for a "raincheck" on it (you n still
take adVantage of the offer when the supply is replenishe

4. Do not accept a higher priced substitute without shopping
aroUnd. . .-

5. Do not accept an off-brand substitute for the advertised special
.

B. Unordered Merchandise

r.'1Any, unordered-merchandise by law can be considered a gift!
2. Free product samples and tokens from charities are legal and

acceptable
3. If any unordered merchandise seems to have some obligations

attached, realize that
. a. regardless of what is said it is a gift

b. it is illegal for(the company to demand any kind of
payment for unordered merchandise

4. NeVer accept any unordered Cash On Delive &y packages
5. Never accept a package for a neighbor unless instructed

beforehand to do so by that. neighbor

C. Charity Rackets

1. Restrict donations only"to familiar causes and organizations
2. Ask for a financial statement
3. Ask for a statement of the clear purpose and need for the

appeal
4. Make sure there is no obligation to return any unordered items
5. Make sure the donation is not disguised as a bill or invoice
6. If doubts arise about an organization, check its legitimacy

by contacting your local Better Business Bureau or Chamber
of Commerce

D. Health Spas and Dance Lessons

1. Don't be taken in by rash promises, compliments, a "free
analysis," etc.

2. Carefully read any contract before signing
a. Know how

getting
how long, and what price lessons or sessions

.

you are etting
b. Understand if and when any refund is available
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3, Beivare.oftactics used to persuade you to sign a Second
contract for additional lessons

k E. Contests and Free Gifts

1., 'A prize should never:cOgtopauter any money
'2. Before claiming a gift7:c0r::pirZeiSaise sure that there are no

"strings attached" to it
a. It doss not require another purchase.
b. You do not have'tnlisten to a sales Pitch to get it

3 Do pot buy some unneeded'iteM just td get the free gift that
accompanies it
a. The gift may be just about worthle
6. The price for the "free" gift may b made up in the high

price of the item to be purchased

F. Free Inspection Deals,.

1. Always ask to see the credentials of the salesperson and inspect
them carefully

2. Check the reliability of the agency he represents
3. Get opinions and/or estimates from at least two other firms
4. Remember, the work may not need to be done at all

G. Autd deals ("Low Ball" and "High Ball" deals)

I. Resist deals that you know are "too good to be/ true"
2. Specify the exact "extras" you want on tho. automobile in advance
3. Do not accept anything but what you ordered.
4. Most importantly-7shop around and take the time to'Make

careful decision

H. Repair Frauds

I. Do not leave your car unattended at an unfamiliar station'
2. Pretending to "know" something about car repairs when you

don't is an invitation to be ripped-off
3. If you don't know something or just don't understand, ask

questions
4. Request a written estimate of cost
5. Ask to be notified for approval if

estimate
6. Request an.itemid-invOice fore all

charges
7. When new parts are installed, ask to
8. Check out the repairs before the car

a written guarantee of repairs made

etore the work is done
he repairs go beyond that

parts,.labor, and other

get the old ones back
14aves-the shopand obtain

I. Door-to7Door Sales

I. Beware of salespersons who
a. Are extremely friendly and/or flatte
b. Try to get your sympathy

38
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Use high pressure sales tactics
d. Pretend to be taking a survey
e. Cl im that you have been "specially selected" for the

of et
2. Ask f r identification and company credentials
3. Buy only it that you need ......

4. Do not make Chdrried decision
...

,

5. ,Insist on a written guarantee if appropriate
.,-

6. Do not sign a contract until you know the full obligations
and_ costs

7. Be aware.that chain referral sate schemes are'filegia in.,
. .

10
Virginia

8. Remember the. "three days,to'cancel" zule

J., Investment Schemes-(Pyramid and Ponzi)

1. Teware of an opportunity which emphasizes
'a. Very high yield
b. Quick return
c. Claims 'a "once in a lifetime" opportunity
d. The chance to "get in on the gyti6d floor"

2: Remember to consider ,

a. -Interest
b. Dividends
c., Long-term appreciation
d. Risk involved

K, Land Sales Schemes

1. Don't ever buy by mail or sight unseenl
2. Don't buy on the first "visit"
3 Consider the use you will get from the land, rather than its

value as an investment, because it might sever-appreciate in value
4. Check the entire surrounding area in which the real estate

is located
al Climate
b. Population

Availabiliti'o,utilities
d. Access to schools and other facilities

)5. Study the property report (which by Federal law must be made
available to you) for
a. Mortgages and liens
Nb. Taxes andrassessments
c. CompletioA of proposed facilities

37
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d. Ownership of common facilities

L. Work at Home Schemes

1. Before signing any agreement, know what materials you must
supply

39
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2. Be sure there is a market,for what you 'produce and that the
-contract specifies that they will buy what is produced

3. The. contrac ould carefully define standards for production

4. Be aware of of er "strings attached" to the agreement

M. "Get Rich' Quiek" deals

1. Realize that there is no quick and easy way to get rich.
2. Read adv tisements carefully checking fox testimonials

and oth avish claims
3. Know the Costs and obligations before committing yourself to

such a deal

N. Con-Games

1. Be eler and aware of incidence of schemes
2.

3.

4.

Use cafition in unusual tra actions with strangers
Always ask for identificat on and check credentials
Don't be embarrassed-- Re rte all such incidences to the
proper authorities X

N,
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OBJECTIVES:

III. SEEKING REDRESS FOR CONSUMER FRAUDS AND MISREPRESENTATIONS

Major Objectri
ve:

To be familiar with ways and means of seeking redress (corrective action)
for fraUdulent schemes and practices.

Specific Objectives:

To list the steps or channels to follow in seeking redress for frauds
and misrepresentations.

To describe the types of information the consumer needs to supply
when registering a complaint.

To become familiar with various organizations that handle complaints.

Learner Conethet_encies:

List the Live steps or channels to follow in registering a complaint.

List two Local agencies with whom consumers can file complaints.

List two governmental agencies that particular types of Consumer
complaints.

Cite t he six pieces of informat ion t hat must be supp I ieJ when t l I fug
1 forma I complaint.

titato twelc4rther tilithods that can be ettective in seeking redress.

A
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III. SEEKING REDRESS FOR CONSUMER FRAUD AND MISREPRESENTATION
(Conceptual Outline)

Reminder about outline: This is a conceptual outline in which both the
major and minor ideas are presented. For further explanation of the concepts,.
review one or more of the specific references noted on pages 60-65..

I. Steps in seeking redress (corrective action)

A. Go to the dealer who sold you the good or service

1. Take along product or identification number for the product
2. Present original sales slip
3. Give dealer all details

a. Date of purchase
b. Date problem arose
c. Description of problem or dissatisfaction

4. Be courteous. and tactfinl

B. If dealer cannot or will not offer a solution, write or telephone
the manutacturr's consumer relations department

L. State the key facts clearly
a. The compladnt
b. Dates

Sertal numbers
(I. Place of purchase
e. Amount paid

Send photocopies, never originals, of any cancelled checks, con
tracts, and correspondence

1. Inclthie- in letter a suggestion of what you feel the appropriate
act ion would be (refund, replacement., apology, etc.)

C. It you stil .) not get results, write to the manufacturing
company's president

1. mind his proper name and address (state or local consumer
protection Agency will help you)
State the complete facts again

1. Point out dates of previous complaints
it is vour litt4aDion, state in the letter HLp colife!; are

being 'wilt to va.rdnow; consumer organizations

I). Restate your. comp laint to I oca and /or Mate consumer organ!. zat ions
0;e0 page 64 for Addresses
I. Local authrrit I e!'; or groups (Snell V; a Continuo t y At ion Group)
.1. State of local Office or Consumer Affairs
1. Consumer Protection Division of state Attorney General's office
4, Virginia Ctti.i:ett:: Consumer Council

43
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E. If appropriate, file a formal complaint with a federal govern=
ment agency (see page 63 for addresses)

1. Federal Trade Commission
2. U.S. Postal Service
3. Securities and Exchange Commission
4. Office of ConsumertAffairs
5. Food and Drug Administration

F. Self-regulatory orga izati ns that complaints can be made to
(see page 62 for a dresse

1. Better Busines Bure.
2. Chamber of Come
3. Consumer Action Panels

a. Major. Appliance CAP
b. Furniture Industry CAP
c. Insurance.CAP
d. Carpet and Rug Insititue CAP
e. AuKomobile CAP

II. flow to Fife a Formal Complaint

A. Be reasonably sure there is a violation of taw taking place

B. Complaint should contain

I. Clear Description.of problem
Name

1. Address, photie number and directions to your home or office
4. Name and address of where purchase was made
r). Exact date of purchase
6. DescripCion of label on product, code marks, serial numbers, etc.

Save what is lett of product, container:;,. papers, and other pertinent
materia(s.

I I . (It tier Means of Complaining

A. Write a- letter to the editor of your local newspaper (publicity
is powerful)

1. Sue, in small claims court (itt Virginia, H is called a "Court
Not of Record")

I. Handles typical disputes with local businesspersons, landliords,
service firms, etc.

2. Act as own lawyer
I. Can sue only for money (limit of $8)0-$1,000)
4. Court fee S')-$10
'). Must have evidence and/or wittnesses
6. Lawyers are normally not permitted in such a court (they

aro, however, in Virginias

4 r
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A. Leader/Lecture-Oriented Presentation
(50 Minute Overview)

To the leader: The following lesson plan is a suggested approach for a
50-minute presentation covering the highlights of the entire. consumer
fraud and misrepresentation module. The first column, "Section of Module
"indicates the part of the module to be covered. The "Time",column suggests
how many minutes could be spent on that particular section in order to
cover all of the material in 50 minutes. The "Preparation" column recom-
mends procedures to help you prepare for the presentation of the material.
The "Activity" column tells you what you should do with or for the group.
It is important to remember that it will be very difficult to cover all of
this material in just 50 minutes. For this reason, be especially careful
noCto exceed the time limit suggestions in the "Time" column unless you
take equal time away from another part. Otherwise, you will not accomplish
all of the goals for the session.

Section
of

Module
Time
(Min.), Preparation Activity

Intro-
duction 3 Refer to the "Intro-

-duction" on-page 6 and
to the narrative on
page 15.

A L.!

State that:
"American consumers lose over

$40 billion a year through
fraudulent practices. Deception
and misrepresentation in the
sale of consumer goods and ser-
viees is so widespread that it
often goes completely undetected.
We will be taking a look at
several common frauds and mis-
representations and tips on how
to avoid them. We will also
look at ways of seeking cor-
reef:Lye action (redress) for
frauds and misrepresentations.

We should begin by defini_og: CON-

SUMER FRAUD'asDELIBERATE
DECEPTION OF THE CONSUMER BY
SELLERS, MANUFACTURERS, AND
OTHER BUSINESS PEOPLE. (Say this
definition again.) Closely

.

related to fraud is MISREPRE-
SENTATION, a practice which may
or may not involve deliberate
decepticin, but certainly iu-.

volves'INADEQUATE OR UNCLEAR
STATEMENTS ABOUT CONSUMER GOODS
AND SERVICES too the extent that
consumers become confused."



1h.

Section
of

Module

I

Identi-
fying
Consumer
Frauds
and Mis-
represen-
tations

Lt

Avoid-
ing

Fraudn-
lent

:;chemes

and Pia
tices

Time
(Min.) (Preparation

2 Review, the objectives fo
SectiOn 1 on page 14 and
examine the narrative
descriptions on pages
16-31. In this presen-
tation you will not have
time to cover all six-
teen frauds in depth.
We suggest you (a) use
Transparency Master 3 on
page 72 to briefly ex-
plain each fr.a,d, OR (b)
select Lito 6 of the.
frauds you feel a the

oilmost pertinent to r/
group and cover these
in more depth. (We

'recommend Bait and
Switch Deals, page 16;
Charity Rackets, page
1.7; Auto Repair Frauds,
pages 21-22; Door-to-
Door Sales, pages 224
23.; Land Sales Schemtkli,

pages 26-27; and "Get
t:ick QuLck" Donk, paw
!S.)

25
(approx-
imately
) min.

for c:Ih
fraud)

Activity

45

r List the frauds and misrepre-
sentations that you intend to
cover by either using Trans-
parency Master 2, OR writing
the information on 'the board,
OR stating the frauds.

ROV IOW tile 01)10 Ct t ve:-;
01' Sect ion I I On rage

ond exam I tie t out
I I ne for t :sect ion oil
p:Iget; . ;S. I I you
decide to use a tr:111::

p:Ironcy for this section,
use Transparency Ma:;tet
') on page /b. Otherwise,
write the inot-mation

For each fraud, first read an
example given in the narrative
description. Then, from this
example, explain-the "CoMe On"
and the "hook" Or "Trap". Con-
clude by stating the purpose.*
(Those are listed on TY411)1-
rency Master 3.)

Show Transparency Master OR
Write the information on the
board OR state the general guide-
lines toy avoiding tvaudulent
schemes and pract Ices. (Yon
Mary ;11 ro) want t o : ;t the Add-
itioual points given on the
fultlitte on pages 16---1.)
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Section
of

Module

II

(Cont'd)

Time
(Min.) Preparation Activity

4-6

III

Seeking
Redress

a

for Con-
sumer
Frauds
and Mis-
repre-
sentations

7

2

d

on the 'chalkboard, use a
flip chart, or simply,
state the information.

Review the objectives for
Section III on page 40,
anal examine the outline
for this section on
pages 41-42. If you
decide to use a trans-
parency for Okis section,
use-Transparency Master
7 on page 78. Other-
wise, draw a similiar
diagram on the board,
use a flip chart'or
simply explain the
process.

aS

Show Transparency Master 7 OR
construct a similar chart on
the board OR explain the chan-
nels that can be followed in
seeking redress.

Read the sample letter of com-
plaint, found on page 79 to
the learners. Recall the.main
facts to include when com-
plaining.

Ask the group if there are any
additional questions or com-
ments on consumer 'frauds and
misrepresentations.
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N.
B. Discussion-Oriented Presentation

(50 Minute Overview)

To the leader: This LS a structured discussion approach for a 50-minute
session covering the aighlights of the entire consumer fraud and misrepre-
sentation module. The first columil, "Section of Module," indicates the
part of the module to be covered. The "Time" column suggests how many
minutes could be spent on that particular section iorder to cover all of
the material in just 50 minutes. The "Preparation" colurin recommends pro-
cedures to help you prepare fOr the presentation. The "Activity" column
suggests how youmdgnt lead a discussion on each topic. It is important
to remember that it will be very difficult to cover all of this material
in just 50 minutes. For this reason, be especially careful not to exceed,
the time limit suggestions in- the "Tie" column (unless you take equi-
valent time away from another. part). /Otherwise, you will not accomplish
all of the goals forthe session.

Section
of

Module.
Time
(Min;) Preparation

Part I 3 Refer to the "Introduc-
"What Is tion" on page 6 and the
Consumer' narrative on page 15.
Fraud and
Misrepre-
sentation"

Activity

State that:
"American consumers lose-diver

$40 billion a year through
fraudulent practices. Deception
and misrepresentation in t4e
sale of consumer goods and ser-
vices is so widespread that it
often gQes completely undetected.
We will be taking a look at
several common frauds and mis-
representatio, and tips on how
to avoid them. We will also
look at ways of seeking cor-
.rective action (redress) for
frauds and misrepresentations.

We should begin by definlng CON-
SUMER FRAUD as DELIBERATE
DECEPTION OF 'ow CONSUMER BY
SE4ERS, MANUFACTURERS, AND
OTaR BUSINESS PEOPLE. -(Say thts
definition again.) Closely
related to fraud is MISREtTE=
SENTAT1ON, a practice which may
or may not involve deliberate
deception, but certainty in-
voltes INADEQUATE OR UNCLEAR
ITATEMENTS ABOUT CONSUMER GOODS
AND SERVICES to the extent that
consumers become confused."



Section
of

Module
Time
(Min.) Preparation Activity
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I 5

Identify-
ing Con-
sumer
Frauds
and Mis-
repre-
sentations

28

(approx-
imately
7 min.
per
fraud)

LI

Avoiding
Fraudulent
Schemes'

and Pra-
ices

IlI

Seeking
Redress
for Con-

Frauds
,,and Mis-

repre,-

sentations

Review the objectives
for SeRtion I, page 14.
CarOully review the
narrative descriptions
of specific frauds on
pages 16-31. Refer to
the Leader Activities
for this section on
page 52 and decide
which of the reaction
statements you will
use to elicit response
from the- group.

Review tht objectives
for Section ll'on
page 13 and examine,th.e
conceptual outline kin
pages 14-38. Refer 'Lo
the Leader Activities
for this section on
page and decide
which of the questions
You will ask to elicit
response trom the group.

Review the objectives
tor Kection 111 on page
4(1 and examine the con-
ceptual out on
pages 41-42. Rotel to
the Leader Activi,ties
tor this section on
page ') / and decide
which 01 the questionst

Use reaction statements to
stimulate discussion on frauds
and misrepresentations. From
this discussion identify and
state 4 to 6 commonly occur-
ring frauds.

Ask the group to give examples
of each fraud chosen to cover.
if they cannot think of an
exaleple, read one of those
from:the narrative descriptions.
Be sure that the "Come On" and
"Hook" or "Trap" for each fraud
is brought out in the discus-

s Aon. To conclude the discus-
sion of each fraud ask the
learners to comment on the
general purpose of the fraud.

Ask questions to the learners
'to arrive at general guidelines
for avoiding fraudulent schemes
and practices. If the answers
or comments have not covered
all guidelines given on pages
14 and 1'), mention those, too).

Ask the learners the questions
on seeking redress. Be sure
the answers and comments given
rover the nuot' point:; In the
ontIino on plkc, 41-42.

I not ,

went ion t he add i t. Iona I pro-
cedures. if the group is not.
familiar with consumei organt

t ons, [tient ion severa I of



Section
of Time

Module (Min.) Preparation Activity

III

(Cont'd)

2

you will ask to elicit
response from the group.

49

these, to o

ASk the learners if there are
any additional questions or
comments on frauds and prpisre-v
resentaCions. 7

)
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SESSION ONE PRESENTATION,

IDENTIEWING CONSUMER FRAUDS AND MISREPRESENTATIONS'

The following plan is a suggested .approach for a 50-minute presentation
covering the first component of the fraud and misrepresentation module.

covered:.
"Section of Module" indicates the part of --the Module

.t6 ceovfei
. -

The "Type of Activity" column.tells whether the activity is Recommended,
Sugge ted, or Optional. Remembir to concentrate first on the Recommended(R)
activi ies and if time permits, next on the-Suggested(S) activities, and
finally on the AliOnal(0) activities.

The "Time" column suggests how many minutes might be spent on that par-
ticular activity in order to coyer all of the niterial in 50 minutes. It
is important to remember. that it may be. very difficult to cover all of this
material in just 50 minutes. For this reason, be especially careful not
to exceed the time limit suggestions in the "Time" column unless you. take
equal time away from another part. "Preparation" is self-explanatory.

The "Activity" column suggests activities for meeting the objectives.
Often an activity says "list", "state", or "define" for example. The
actual approach to be used is left. for you to decide, if you have facilities
for overhead projection, chalkboard, or flip chart, these can be used as

. well. You are urged to use whatever methOd you feel is most effective,
convenient, and available.'

When an asterisk(*) appears at the end- of an activity, rt indicates
that a transparency master t:or, that particular activity is in the Appendix.
Before you pro , he sure that you are familiar with the ohjectiveS foi
6lis componen material in the narrative descriptions for the component,
and have decide ow you will accomplish each activity.

(-: ,1-1 U 1 RIa I) a .-1 llll .Y1 I

__ ',-4 1 '.) ,1 0, , '.4
(-) 0 't..1 (1,11

1 , a)
,1) (3 7-, t) 11

...

, I: lA./-1 ....,

Intro-

duce ion

to Part I

"What

(;011::UMCI

Fraud &
Misropre-
s'entat.fou"

RIcr to the in-

troduction" on
page o And the

011

P1}'',(

;-; tato that: f
"American consumer:: 10:;e over $4D

;1 year through I raudulent
pract cos. Dectpt i on and misere-
presen ion in -I he sale t0. conslmier
goods an( services is so widespread._
Ural it otter got, completely un-
detected. In this session, WV wiLl
deliue consumer tuaud.and misrepre-
sentation And take an Indepth look
At several frequently occurring types
of Itauds And misrepresentations.

Wt' should begin by defining CONSUMER/
FRAUD aa DITIBFRATE DFCEPTION OF THE



o
4-)
0 o'ct

En'

Intro-
duction
(Cunt' d)

Ide.nti-

fying
Consu-
mer
Frauds
and

repre-
sen-
tatIons

it

8

5

Review the objec-
tives for,Section
1 on page _lir.

Transparency.
Mastcr 1 on page \-

69 can be shown
as background
for the opening
discussion.

Lxamine 'car liv
the narrativ
descriptions of
common frauds
and misrepresen-
tations un pages

CONSUMER. BY SELLERS, MANUFACTURERS,
AND,OTHER BUSINESS PEOPLE. (Say
this definition again.) Closely
-related to fraud is MIOREPRESEN-.
TATION, a practice whiCli,fflay.or

may not olya deliberate decep-
tion, h certainly involves.
WADE TE OR UNCLEAR STATEMENTS
ABOUT CONSUMER GOODS AND SERVICES
to the extent that consumers be-
come-confused."

(oral pre-test)
Ask the group to react to s
all -7of the following stateme

Stimitlate thought and to che;
the amount of understanding the
learners have about this topic.*
('transparency Master.i of objec-
tives can be shownwhile -asking
for these reactions.)
"Advertising all too often promises
somthinr no product" can deliver,
like love or happiness."
"Sellers will take aLvancage
consumers it they can."

"major corporations are careful
about honesty in advertising."
"You really have to be alert to

deceptions' and tsickery when you
shop these days."
Atter,receiving t-sponses from the
group, state this :,enoralization:
"We have all Iwon attected biy traud
and misrepresentation at one Littic
or another. T4 avoid being 'taken'
again, we need to identify what
some of these tratids involve."

*:;how Vianspaiency Master 2 ((page

70) and state "This is a list (u

s I xt eon t rogtiont I y occurrItiF,
frauds and utirepresent:itions.

me or
is to
k



I

(Cont'd) S

R 30

(allow
approx-
imately
5 min.
for
each
fraud
t

covert.

To cover all six-
teen of these in
depth would be
unfeasible time
wise and would
probably becom#
boring to the
learners. Con-,
sider your group
to determine If.
certain fraudu-
lerit practices ap-
ply more heavily
thaU'otherS. If

so, accent on these
and emit Or men
tion only briefly
some of the others
that are less per-
tinent. (consider
geographic loca-
tion, area bUst-
nesses, age range
of group, etc.).
We suggest you (a)
W4C Transpareni.'y

Master S on pogo
/ t h 1- to I ly ex

plain ea(;11 I atia

01: (h) select h to
ti of t he .1 fatal::

you Ice! are the
most pertinent to
your group and
rover these in more
depth. (We recom
mend halt and
:;wit elt Dea , pag040
It ; (Thar tt y Hack ,

page I / ; Auto Ra
Fraill, pages '

Rb

53.

"Which of these are you familiar
with?" (allot time for comments)

Explain the first fraud you
have selected. (The following
As an example of a suggested
approach as to how s fraud can
be explained.)
"The first fraud we
cuss is the 'Bait and Switch'.
deal. Let's cOnsider an
example." (Read one of the

.,examples to the learners on
page 16, Tead the example not
the "Come On" or "Hook" or
"Trap.".) Then, from the example,
.explain the ''Come On" (the
advertised sale price) and the
"Hook" or "Trap" (the -product
is sold out, etc. and youlare,
"switched" to a more expensive
purchase). It time permits,
ask 'tor wiesriOns or comments.
Conclude by stating the purpose:
"Remelopher that in a bait and
switch deal, a businessperson
intentionally desires to sell
the more expensive models of a
product ratirt.r than the, less

expensive lower line models."
(If Transparency Master 1 ',3S

keen used, point at this state-
ment which is ou'the' tran'S-
yarency.)

Pxoceed in a similar tashion
with the other frauds.
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Door-to-Door Sales,
(Cont'd) pages 22-23; Land

Sales Schemes, pages
26-27; and "Get Rich
Quick" Deals, page 28.)

S 2 Ask'the group if they can
think of examples of other
frauds and misrepresentations
that frequently occur.

0 3 Ask if there are any additional
questions or comments.

56
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SESSION TWO PRESENTATION

AVOIDING FRAUMALENT SCHEMES AND PRACTICES AND
SEEKING REDRESIOPOR FRAUDS AND MISREPRESENTATIONS

,

The following plan is a suggested approach for a 50-minute presentation
covering the second and third component of the fraud and misrepresenation
module.

,
.

The first column, "Section of Module", indicates the part of the module
to be covered. The "Type of Activity" column tells whether the activity
is Recommended, Suggested, or Optional. Remember to concentrate first
on the Recommended(R) activities, and if time perthits, next on the Suggested(S)
activities, and finally on the Optional(0) activities. .

The "Time" column suggests how many minutes might be spent on that
particular activity in order to cover all of the material In 50 minutes. Ir
is important to remember that it may be very difficult to coverall of this
material in just 50 minutes. For this reason,, be especially careful not to
exceed the time limit suggestiods in the "Time" column unless you take equal
time away from another part,:lk'Preparation" is self-explanatory.

The "Activity" column suggests activities for meeting the objectives.
Often an activity says "list"; "state", or "define", for example. The actual
approach to be used is left for you to decide. If you have facilities for

. overhead projection, chalkboard, or flip chart, these can be used as well.
You are urged to use whatever method you feel is most effective, convenient,
and available.

When an asterisk(*) appears at the end of an activity, it indicates
that a transparency master for that particular activity is in the Appendix.
Before you proceed, be sure that you are familiar with the objectives for
these ,componenes, the material in the conceptual outlines, and have decided
how you will accomplish each activity.

o w

4.1
0

0

cU

a.

w. du

II

A oidislg

Fra u-

lent

Schemes
and yrac-

4 tices

R

R Review the objec-
tives for Section
II on page '33 and

examine carefully
the material in
the-,cols7tual

State:

"During this session, we will
be talking about the things you
can do to avoid beins. 'taken'
by fraudulent schemes and prac-
tices. We will also discuss
what you can do to get corrective
action after you have been
victim to such a practice."

(oral pretest)
Ask some or all of the following
questions to stimulate thought
and t.o check the amoun, of

understanding the learners have
about this topic.* (Trans-
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II

(Cont'd)

2

1

3

4

R 5

outline on pages 34- parency Master 4 of objec,-
38. ives can be shown while

asking these questions.)

"Everytime I go to the
heUhborhood grocery to take
advantage of an advertised
special, they are sold out of
the product. What can I do?"
(see page 35 II.A.3.)

Decide if you will
use Transparency
Master 5 on page
76, use a flip
chart, write the
information. on

58

"I am shopping for a new
television, but the salesman
so far will not give straight
answers to my questions. What
should I do?" (see page 34
I.C.)

"The local service station
never offers an estimate on
repair work. What are my
rights concerning this?" (see
page 36 II.H.4.,5., and 6.)

"Door-to-door salespersons are
a big problem in our neighbor-
hood. How do I know who to
trust?" (see pages 36-37 II.I.
1 and 2.)
After asking these questions
and receiving responses from
the group, state this g ali-
zation: "There are certain
general things we can do to
avoid all types of frauds and
misrepresentations as well as
specific tips to avoid the
fraudulent practices we have
already discussed."

List and discuSs the General
Guidelines for Avoiding Con-
sumer Frauds and Misrepresen-
tations (described on pages 34
and 35 section I of the out-
line.)* (Transparency Master
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S 1

R 15

III R 5

Seeking
Redress
for.Con-
sumer
Frauds
and Mis-
repre-
senta-
tiong

I

the board, or sim-
ply, state the in-
formation.

Review the objec-
tives for section
III on page 40 and
examine carefully
the material in
the conceptual out-
line on pages 41-
42.

59

5 may be used.)

Ask the learners if they have
tips they would like to add
to this list.

List the frauds and misrepre-
svntations covered previously.*
tTransparency Master 2 may be
used). For each fraud, state
specific tips to remember in.
avoiding the scheme or prac-
tice. (This information is
listed on pages 35-38, section
II of the'outline..)

(oral pretest)
Ask some or all of the follow-
ing questions to stimulate
thought and to check the amount
of understanding the learners
have about this topic.* (Trans-
parency Master 6 of objectives
can be shown while asking these
questions.)
"I suApect a merchant in our
town of using "bait and switch"
tactics quite often. Who can I
report this to?" (see page 41
I.D.1. and 2.)
"I purchased a sewing machine,
from a door-to-door salesman,
that is in continual need of
repair. How do I complain ? ".
,(see page 41 I.A., C., and D.)
"I would complain about unfair
practices, but Itim not real sure
how to go about it. How do you'

ppagea formal complaint?" (see
Osge 42 II.)

After asking these questions and
receiving responses from the
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III
(Cont'd)

R 8 Decide if you will
use Transparency
Master 7 on page
78, use a lip
chart, construct a
similar diagram on
the board, or ex-
plain the infor-
mation orally.'

R 5 Decide if you will'
use Transparency
Master 8 on page
79,or simply, read
the sample letter
to the learners.

S 5

c0

0

0 If the learners I

desire a third
session, arrange
for a guest
speaker to pre-
sent this follow-
up.

60
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group, state this generali-
zation: "We need to be aware

'of who we can and should com-
plain to about frauds and
misrepresentations and also
how to voice our dissatis-
faction."

List and discuss the proper
channels to follow in seeking
redress.* (Transparency
Master 7 may be used).

Discuss an example of how to
file a formal complaint.*
(Transparency Master 8 may be
shown).

List other organizations that
handle complaiits or sources of
seeking redress.

You may want to supply the
learners with a list of addresses
of organizations that handle
complaints. (See pages 62-65)

Time permitting, ask if there
are any questions concerning
the topics covered.

Have a third session with a
guest speaker on some topics
concerning consumer fraud and
misrepresentation.
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References Utilized,,.
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These fourteen references An particular are, used quite heavily and
similarities in phraseology necessarily occur on occasion throughout the
'module. Quotations and footnotes were not inserted for'ease of reading.
You may want to obtain some of these references to supplement the material
Presented.

Books

Aaker, David A. and George S. Day, ed. Consumerism: Search for the
Consumer Interest, New York: The Free Press, 1974.

Garman, E. Thomas and Sidney k. Eckert, The Consomer'a World, New York:
Mc Grew Hill Book Co., 1975.

Gordon, Leland J. and Stewart M. Lee, Economics for Consumers, New
York: Van Nostrand Reinhold Company, 1972, pp. 370-397.

Porter Sylvia, Money Book, vol. 2, New York: Doubleday and Co., Inc.,
1975, pp. 1119-1199.

Articles,

"Buying Vacation Land: Nine Ways Not to Get Stung," Changing Times,
vol. 27, no. 8 (August, 1973), pp.0-10.

"Con Games on the picrease: Old Schemes With New Wrinkles," U.S. News
and World Report (November 8, 1976), pp. 52-53.

"Those Ads That Promise You Riches," Changing Times (November, 1976),
pp. 17-19

"Watch Out for the Referral Sales Scheme," Changing Times, vol.' '6, no. 9
(September, 1972), pp. 13-14.

"Ways They Can Cheat You When They Service Your Car," Changing Times,
vol. 28, no- As (June, 1974), pp. 11-14.

Organizations

Better Business Bureau, 145 W. Campbell Avenue, Roanoke, Va., 24011.

Division of Consumer protection, Room 804, City Hall Building, Norfolk,
Va. , 23501.

Federal Trade Commission, 6th Street and Pennsylvania Avenue, N.W.,
Washington, byC.

, 20580.

Securities and Exchange Commission, 500 N. Capitol Streetp Washington,
D.C., 20549.

U.S. Postal Service,
20260.
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Sources of Further Reference

For additional indepth reading a information on consumer frauds
and misrepresentations, see any one o ore of. the following references.
Many of these are probably available in your local school, collegeor
public library.

Books

Carlson, Margaret B. with Ronald G. Shafer, How to Get Your Car Repaired
Without Getting Gypped.

Epstein, David G., Consumer Protection in a Nutshell, St. Paul, Minnesota:
West Publishing Co., 197

Faber, Doris,,Enough: The Revolt of the American Consumer, New York:
Farrar, Straus, and Giroux, 1972.

'Kelley, William T., ed. New Consumerism: Selected Readings, Columbus,
Ohio:' Grid, Inc., 1973.

Magnuson, Senator Warren G. and Jean Carper, The Dark Side of the' Market-
place, Englewood Cliggs, New Jersey: Prentice-Hall, Inc., 1968

Margolius, Sidney, The Innocent Investor and the Shaky Ground Floor, Neu/
York: Trudent Press, 1971.

ler, Roger Leroy, Economic Issues for Consumers, New York: West Pub7
ping Company, 1975

Nader, R h, Lowell Dodge and Ralf Hotchkiss, What to Do With Your Bad
Car, New k: Grossman Publishers, Inc., 1970.

Schoenfield, David and Arthur A. Ntella, The Consumer and His Dollars,
Dobbs Ferry, New York: Octana Publications, Inc.., 1970.

Schrag, Philip G., Counsel for the Deceived: Case Studies in Consumer
Fraud, New York: Pantheon Books, 1972.

Sobel, Lester A., Consumer Protection, New York: FaCts on File, Inc.,
1976%

Sturdivant, Frederick D., The Ghetto Marketplace, New York: The Free
Press, 1969.

Wrighter, Carl P., I Can Sell You Anything, New York: Ballantine Books,
1972.

Articles

Bigham, B., ")igeon Drop: The Con Game Aimed at Older Women'', Retire-
ment Living 13 (Spring, 1975), pp. 36.-37.
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Dana, Margaret, "The Frauds That Prey on Children," Woman's Day (April,
1971), p. 22.

Gildea, W., "Children's Charities: The Golden Flee'ce," Today's Health
53 (Fall, 1975), p. 12.

"Got a Complainl? Call.Your State Consumer Office," Changing Times,
vol. 29, no. 4 (April, 1975), pp. 43 -46.

"Help for. Coniumers:
, Government. Agencies," Today's Health 52 (April,

1974), pp. 64 -65.

"Here Come the Home-Repair Gyps , Protect Yourself!", Changing Times,
vol. 28, no. 7 (July, 1974), pp. 45-47.

"How to Protect Yourself From Home-Improvement Frauds," Good Housekeeping
178 (March, 1974), pp. 155-156.

Knauer, Virginia H., "Consumer Action Panels: How They Work for You,"
Better Homes and Gardens 53 (May, 1975), pp.-22-23.

Langer, H. J., "Franchise Frauds and How to Avoid Them," Retirement
Living 16 (July, 1976), pp. 36-39.

Mayer, A. and W. Schmidt, "Biggest Fraud Yet? Land Fraud in Florida,"
. Newsweek 85 (May 26, 1975), pp. 69-70. .

"Nine Kinds of Fraud That Come in the Mail," Changing Times, vol. 30,
no. 2 (February', 1976), pp. 23-25;

Rollins, N. G., "Latest Consumer Frauds: Don't You Get Ripped Off,"
Good Housekeeping 183 (July, 1976), pp. 155-156.

Schisgall, 0., "Don't Play These Confidence Games! Widows and Elderly
as Victims," Reader's Digest 109 (December, 1976), pp. 41-42.

"Small Claims Courts Aren't Doing Their Job;'' Changing Times, vol. 27,
no. 4 (August, 1973), pp. 41-43.

Organizations-These are addresses of private, federal, state and local organ-
izations that supply materials and information on consumer problems.

Private

American Council'on Consumer Interests, 162 Stanley Hall, University
of Missouri, Columbia, Mo., 65201.

Auto Consumer Action Panel, 8400 West Park Drive, McLean, Va., 22101.

Carpet and Rug Institute Consumer Action Panel, P.O. Box 2048, Dalton,
Ga., 30720.

Consumer Federation. of America, Suite 406, 1012 - 14th Street, N.W.,
Washington, D.C., 20005.
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Council of Better. Business,Bureaus,'Inc., 1150 - 17th StreetN.W.,
Washington,. D.C., 20036.

Direct Mail Marketing Assodiation, Inc., 6 E. Por
York, N.Y., 10017. Q.?

Direct Selling Association, 1730 M Street, N.W.,

Furniture Industry Consumer Advisory Panel, P.O.'
27261.

Insurance Consumer Action Panel, National Associa
ance Agents, 1511 K Street, N.W., Washington, D

International Franchise Association, 7315 Wiscons
Md., 20014.
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ty-third Street, New

Washington, D.C., 200

Box 951, High Point,

tion of Mutual Insur-
.C., 20005.

in Avenue, Bethesda,

Major Appliance Consumer Action Panel, COmplaint Exchange, Room 1514,,
20 North Wacker Drive, Chidago,'Il., 60606.

National Advertising Review Board, 850 Third Avenue, New York, N.Y.,
10022.

National Hoine* Improvement Council, 11 E. Forty-fourth Street, New York,
N.Y., 10017.

National Public Interest Research Groups, 1832 M Street, N.V., Washing-
ton, D.C., 20036.

Office of Interstate Land Sales Registration, Department of Housing
and Urban Development, 451 Seventh Street, S.W., Washington, D.C.
20410.

Small Business Administration, 1030 Fifteenth Street, N.W., Washington,
D.C., 20417.

Federal

Bureau of Consumer Protection, Federal Trade Commission, 6th Floor,.
2120 L Street, N.W., Gelman Building, Washington, D.C., 20037.

ConsuMer Information, Public Documents Distribution Center, Pueblo,
Colo., 81009.

Consumer Product Safety Comndssion, Washington, D.C., 20207.
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Federar Trade Commission, 6th Street and Pennsylvania Avenue, N.W.,
Wadhington, D.C., 20580.

Food and Drug Administration, 5600 Fisher's Lane, Rockville, M4., 203.52

Office of Consumer Affairs, Department of Health, Education, an&
Welfare, Washington, D.C., 20201.

Securities and Exchange Cqmmission, 500 N. Capitol Street,; Washington,
D.C., 20549.

U.S. Postal Service, Washington, D.C., 20260. t,

U.S. Congressman or Senator, Senate Office Building, House Office
Building, Washington, D.C., 20510.

State

Attorney General's Office, 110k E. Broad Street, Richmond, Va., 23219.

Office of Consumer Agairs, Virginia Dept. of Agriculture and Commerce,
825 East Broad Street, P.O. Box 1163, Richmond, Va., 23219.

State Corporation Commission, P.O. Box 1197, Richmond, Va., 23209.

State Legislator, Virginia State Capitol, Capitol Square, Richmond,
Va., 23219.

Virginia Citizens Consumer Council, P.O. Box 777, Springfield, Va.,
22150.

Northern Virginia Chapter, Box 777, Springfield, Va., 22150.

Richmond Chapter, Box 5462, Richmond, Va., 23220.

Roanoke Chapter, Box 7281, Roanoke, Va., 24019.

Virginia Legal Aid Society, P.O. Box 417, Richmond, Va., 23203.

Virginia Retail Merchants Association, Raleigh Hotel, Suite #3, Rich-
mond, Va., 23219.

Local

Community Action Groups

County and City Consumer Protection Agencies: 0

Division of Consumer Protection, Room 804, City Hall Building,
Norfolk, Va., 23501.
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Bureau Of ConsUmer Protection, Municipal ter, Virginia
Beach, Va., 23456.

Office of Consumer Affairs, City Hallo'NeWport News,,Va.423607.

Office of Consumer Affairs, 825 E. Broad Street, Richmond, Va.,
23219.

Local Better Business Bureaus:'
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Better Busin 's Bureau of Metropolitan Washington, 1111 E Street,

1;

N.W., Wash ''gton, D.C.,, 20004.
...

Better Businss Bureau of Western Virginia, Suite 646-A, Cryital
Tower Bunning, 145 West Campbell, Avenue, Roanoke, Va., 24011.

Better Business Bureau of Richmond, 4020 West Broad Street,
Richmond, Va., 23230.

Tidewater Better Business Bureau, 114 West York Street, Norfolk,
Va., 23518:-L.---

Local Chamber of Commerce

Local Legal Aid Society

PIRG (Student Public Interest Research Groups), located at some uni-
versity and college campuses.

County Extension Agent.

Virginia Polytechnic Institute and State University Extension Services,
Blacksburg, Va., 24061.
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EVALUATION DEVICE

Rather than have the adult learners complete a final podt-test, it

is suggested that you use this type of evaluation. By using this form of

evaluation, you will have an idea of what the participants actually liarned,

and which of your techniques you may want to use again or alter. If on the

other hand, you prefer giving a formal posttest to better assess actual

'learning, the competencies listed at the beginning of this module have

been designed toifacilitate making questions for such a test.

In order to keep the evaluation brief in length and in time needed

for completion, three questions might be asked. The participants could

write their answers and comments and turn them in to you with their names

on them or anonomously. The three areas of information you want to eval-

uate will likeYy include:

1. Describe your overall reactions to our session(s) on "Avoiding
Consumer FraUds and Misrepresentations."

2. List the three most important things which you fee! you learned
from our session(s) on frauds and misrepresentations.

3. What recommendations can you give for similar sessions to be
held in the future?

Other possible questions to help assess the learning of the participants
-might include:

What is consumer frand and misrepresentation?

- Describe some of the most commonly occuring fraudulent schemes
and practices.

- What are some guidelines to follow to keep from being a victim of
frauds and misrepresentations?

- What procedure ould a consumer use in seeking redress for frauds
and misrepresenartions?

- Name several organizations which handle consumer complaints.
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REACTIONS TO TOUR:WE OF THIS MODULE

oiC

1. ,t-NwAed this module' with the foli,owing group of adults:
(pIeaae describe)

2. The group's'reactions to the modular approach were:

3. My reactions to using this approach are:

4. My suggestions for revisions are:

Please return to:

E. Thomas Garman or Glen Mitchell
Virginia Polytechnic Institute

and State University
Management, Housing, and

Family 'Development
226 Wallace Hall

Blacksburg, VA 24061
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I. IDENTIFYING CONSUMER FRAUDS

AND MISREPRESENTATIONS

1JECTIVE:

TO.IEENTIFY AND DESCRIBE THE MOST COMMON TYPES OF CCNSU1R FRAUD AND

MISREPRESENTATION,

SPECIFIC 1JECTIVES:

[0 DEFINE WHAT IS MEANT BY CONSUMER FRAUD AND MISREPRESENTATION.

CO DEVELOP AN UNDEgTANDING OF fiE PURPOSES UNDERLYING FRAUDULENI

SCHEMES AND PRACTICES.

lo LIST AND GIVE EXAMPLES OF THE MOST FREQUENTLY OCCURRING FR

PRACTICES.

0

UDULENT



Ea

COMMON CONSUMER FRAUD

AND MISREPRESENTATIONS

I. BAIT AND SWITCH OEALS

LI NORDERED IIRCHANDISE SCHEMES

). ..PARITY RACKETS

4. HEALTH SPAS AND dANCE LESSONS

CONTI('ITS AND iRLL GIF fS

FREE INSPECTION DEALS

/, L_OW BALL" AND "HIGH -AEI_." AUTO DEALS

8, ALIT() REPAIR FRAUDS



COMMON CONSUMER FRAUDS

AND MISREPRESENTATIONS
(CONTINUED)

9. DOOR-TO-DOOR SALES
,

10. CHAIN REFERRAL SCHEMES

11. PYRAMID AND PONZI SCHEMES

12. LAND SALES SCHEMES

13. WORK-AT-10ME SCHEMES

A. "GET RICH QUICK" EALS

15, "BANK EXAMJNER" SCHEME'

lb, THE "PIGEON DROP"
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-11r1FRAUPS AND MISEPRESENTATIONiS

HOW MEY WO

1, BAIT AND SWITCH A BUSINESSPERSON INTENTIONALLY DESIRES TO SELL THE

MORE EXPENSIVE MODEL OF A PRODUCT RATHER THAN THE LESS EXPENSIVE LOWER

LINE MODELS, A BARGAIN IS ADVERTISED, BUT THE INQUIRING CONSUMER IS

OFTEN SWITCHED TO A HIGHER-PRICED PRODUCT,

2, UNORDERED NERCHAND1SE SCHEME VARIOUS BUSINESSES, CHARITIES IN PARTI-

CULAR, SEND MERNANDISE TO A CONSUMER WITHOUT HIS OR HER PREVIOUS REQUEST

OR CONSENT, HOPING THAT THE CONSUMER, OUT OF SENSE OF OBLIGATION, WILL

EITHER PAY FOR THE MERCHANDISE OR MAKE A DONATION,

3, JIARITY RACKETS DISHONEST, FAKE, AND OCCASIONALLY WELL -KNOWN CHARIT-

ABLE ORGANIZATIONS OBTAIN CONTRIBUTIONS *ICH OFTEN GO TO THE "HIGH"

SALARIES OF PERSONNEL AND OTHER UNACCOUNTED EXPENSES,

4, HEALTH SPAS AND DANCE LESSONS HEALTH SPAS AND DANCE STUDIOS OFFER

"SPECIAL" INTICEMEN-S TO TRY TO PERSUADE CONSUMERS TO SIGN A CONI4ACT

FOR A SERIES OF LESSONS OR TREATMENTS,

£NTESTS AND FREE GIFTS FERCiANTS AND BUSINESSPERSONS WILL OFTEN USE

THE INVITING IDLAS OF CONTESTS AND FREE GIFTS AS TACTICS TO INCLASE

THEIR SALES.

N
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FRAUDS AND MISREPRESENTATIONS

I

II* THEY WORK

(CONTINUED)

FREE INSPECTION CEALS :OMPANIES SELL THEIR PRODLCTS BY HAVING REPRE-

SENTATIVES RECOMMEND THAT THE HOUSEHOLD IS IN EXTREME NEED OF WHATEVER

THAT PRODUCT OR SERVICE MAY BE.

7
n.DWBALL" AND "HIGH BALL" EEALS BOTH THE' "HIGH BALL" AND THE "LOW

BALL' ARE GIMMICKS USED BY AUTOMOBILE SALESPERSONS IN ORDER TO ENTICE

SHOPPERS INTO BECOMING BUYERS.

S. AUTO REPAIR FRAUDS AUTO REPAIRMEN INCREASE THEIR SALES AND EARNINGS

BY USING SUCH TACTICS AS MISDIAGNOSING, UNNECESSARY REPAIRS, USING SECOND

HAND PARTS, AND OVER-CiARGING.

9, 1)00R-TO-DOCR Sus DOOR-TO-DOOR SALESPERSONS USE VARIOUS TEC NIQUES

OF HIGH PRESSURE SELLING TO PRSUADE CONSLWERS TO BUY PRODUCTS T EY DO

NOT NEED OR WILL NEVER USE, UFTEN 'RIESE PRODUCTS ARE OVER-PRILD, OF

POOR QUALITY, CR ARE ORDERED AND NEVER RECEIVED.

10. CHAIN REFERRAL SCHEhES SALESPERSONS INCREASE THEIR CHANCE OF MAKING A

SALE BY HAVING CONSUMERS PROVIDE NAMES OF OTHER PROSPECTIVE CUSTOMERS

THAT HE MIGHT CONTACT.
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FRAUDS AND MISREPRESENTATIONS

HOW THEY WORK

(cocap)

11 NC AND PYRAMID SCHEMES THESE INVESTMENT SCHEMES PROMISE AN UNUSUALLY

HIGH RATE OF RETURN IN ORDER TO KEEP INVESTORS INTERESTED IN THE EMPTY

OR MISLEADING DEALS THEY ARE INVESTING IN.

12. LAND SALES SCHEMES DISHONEST REAL ESTATE FIRMS MISREPRESENT THE FACTS

IN LAND DEALS SO AS TO GET HIGHER PRICES FOR THE LAND THAN IT IS ACTUALLY

46TH;

13. WORK-AT-HOME SCHEMES COMPANIES ADVERTISE FOR CONSUMERS TO DO TASKS

FOR THEM IN THEIR 0* COMES, OFTEN FOR THE PURPOSE OF MERELY SELLING

MkTERIALS TO THESE CONSLMERS RATHER THAN SEEKING THEIR EMPLOYMENT'

14. 'GET RICH QUICK' ErcALS "GET RICH QUICK" DEALS INVOLVE AN AEVETISER

WHO CLAIMS TO KNOW A SECRET TO BECOMING WEALTHY VERY QUICKLY. IHE

PURPOSE I TO ENCOURAGE CONSUMERS TO SEND FOR FURTHER DETAILS ABOUT

THE DEAL .

11ANKEXNINER" SCHEMES -.A PERSON POSING AS A BANK EXAMINER INVOLVES

INNOCENT CONSUMERS IN HIS SCHEMES TO STEAL BANK WITHDRAWALS FROM THEM.

16. PIGEON DROP THIS CON GAME IS ACTUALLY A FORM OF OUTRIGHT THEFT)

TAKING LARGE SUMS OF MONEY JROM UNSU CONSUMERS THROUGH PUR-

POSELY INVOLVING THEM IN A 'LOST AND UNDI INCIEENT,

4
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IL AVOIDING FRAUDULENT

SCHEMES AN PRACTICES

%GR. BJECTIVE:

4
TO STATE GUIDELINES FOR AVOIDING CCNSLFER FRAUD AAD MISREPRESENTATIONS

SPELIFE OBJECTIVES:

To STATE THE GENERAL GUIDELINES TO FOLLOW IN AVOIDING FRAUDULENT SCHEMES

AND PRACTICES,

To LIST THINGS TO BE AWARE OF OR THINGS TO DO WHICH WILL AID THE CONSII'EF

IN AVOIDING SPECIFIC TYPES OF FRAUDS AND MISREPRESENTATIONS,
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GENERAL GUIDELINES FQR

AVOIDING CONSUMER FRAUDS

AND MISREPRESENTATIONS

1, BE

2, CORRISGii SHOP

3, ASK ESTIONS

4, 116 W1111 WWI YOL APE ELM

, CHECK BARGAINS CAREFULLY

6, REM AL_ CURES CAREFULLY BEFORE SIGNING

A



SEEKING RED SS FOR

CONSUMER FRAUDS AND

MISREPRESENTATIONS
X43

3

OBJECTIVL:

Jo BE FAMILIAR WITH WAYS AND MEANS OF SEEKING REDRESS (CORRECTIVE ACTION)
FOR FRAUDULENT SCHEMES 4D PRACTICES.

SPE,ctiMCBJLCTIVES:
4

40 To LIST THE STEPS OR CiANNELS TO FOLLOW IN SEEKING REDRESS FOR FRAUDS
AND MISREPRESENTATIONS,

1-0 DESCRIBE THE TYPES OF INFORMATION THE CONSUMER NEEDS TO SUPPLY WHEN
REGISTERING A COMPLAINT.

to BLCOPL FAMILIAR WITH VARIOUS ORGANIZATIONS THAT HANDLE COMPLAINTS.
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RECOMMENDED COMPLAINT PROCEDURE

A3

MANUFACTURER

PRESIDENT

8-LOCAL AND

STATE

BI

LOCAL

CONSUMER

ACTION

GROUP

OR DEALER MANUFACTURER

C-SELF REGULATORY

VIRGINIA

CITIZENS

CONSUMES

COUNCIL

CHAMBER

OF COMMERCE

2

D- FEDERAL GOVERNMENT

I D2

FEDERAL

TRADE

COMMISSION

3

CITY OR

COUNTY

CONSUMER

PROTECTION

DIVISION

BETTER

BUSINESS

BUREAU

FOOD AND

DRUG

,ADMINISTRATION

'V

OFFICE

OF CONSUMER

AFFAIRS

CONSUMER

ACTION

PANE

gTAL
SERVICE
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STATE

ATTORNEY

GENERAL'S

OFFICE

SECURITIES

AND EXCHANGE

,COMMISSION

D5, =.1..r

OFFICE OF

.CONSUMER

AFFAIRS

L

FOLL9W ROUTE A,B,C, OR D OR FOLLOW ALL ROUTES SNULTANEOUSLY 41



Transparency
Master

8

Sample Letter of Complaint

Mrs. Alice Martin
2222 Fifth Avenue
Blacksburg, VA 24060

Better Business Bureau of Western Virginia
145 West Campbell Avenue
Roanoke, VA 24011

Dear Sirs:

On February 27, I was visited by a representative of the,Heat-O-Matic
company of 8001 6mmercial Street, Roanoke. Mr. Jim Howe, the name
given bythe.representative, offered a free inspection of the prftnt
heating system in our home. After the inspection, I was preSented with
the attached estimate of repairs needed. Mr. Howe said the furnace was
in dangerous condition and that lit would be cheaper for us to let him
install an entire new heating system than to have it repaired.

I was asked to. sign a contract for the job at that time but did
not as I felt I needed to consult my husband before taking action.

lb
Not believing the estimate, my husband had a friend who operates

a private heating and plumbing business in Blacksburg, also'inspect
the furnace. The friend could not finCany trouble with the furnace
except that it needed to be cleaned andltave a new filter installed.
This flost''$8 as opposed to the near $3,000 we would'have paid.if we
had relied on the results of our so-called "free inspection"'

I am very concerned over such business practices in our area and
suggest that this particular company and salesman be investigated. My
husband and I.feel very fortunate that we did not fall prey to this
deal but alsv2 feel threatentd by the fact that such practices'are ,

taking place.

It is my hope'that you will follow through with this suggested
action. Thank you for4our assistance.

e

Sincerely,

Mrs. Alice .Martins
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For further information about the Title I Consumer &Sion
and Financial Management Project, please contact:

Dr. Goon Mitchell, Project Director
202 Wallace Annex

Virginia Polytechnic Institute and State University
Blacksburg, VA 24061

Other material in production for this project include:

Pamphlets:

"Fraud and the Consumer"

"How to Buy a Used Car"

..!:Contracts and the Consumer"

"Warranties and: the Consumer"

"Credit and the Consumer"

Educational Modules:

"Obtaining and Using Consumer Credit"

"Making and Using a Financial Plan"

I Manual:

"A Financial Counse, ng Manual"


